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Flash in the Pan 


BOUT a decade ago, a newly- 

inaugurated automobile com- 

pany brought out a car of star- 
tling design—a car that instantly took 
the fancy of the automobile world. 
This new car was a thing of beauty, 
constructed of the finest materials and 
built to last several years with only 
ordinary care. Nothing but praise for 
the performance of the new car was 
heard as a few units made their appear- 
ance on the roads and in show-rooms in 
the larger cities. However, the car cost 
so much to build that it was completely 
out of reach of all but a small minority 
of the buying public, and a certain 
Henry Ford was manufacturing and 
selling in ever-increasing volume, a low- 
priced car of plain design, but a ser- 
vicable and pocketbook-fitting unit. 

A relatively fair earnings report was 
issued by the new automobile com- 
pany for the first year, but unfortu- 
nately that first year was the peak. The 
car still retained its popularity in the 
second year, but as the majority of 
those who were financially able to buy 


the car made their purchases in the 
first few months after its introduction, 
the saturation point for this type of car 
in its price class was quickly reached. 

It has been said, however, that 
the number of individual stockhold- 
ers on the books of the company 
at the close of the first year was 
more than twice the number of 
cars sold that year, and that few of 
the stockholders could afford a car in 
this field. The company lasted about 
four years, and after its affairs finally 
were wound up, bondholders received 
about ten cents on the dollar and the 
common stockholders were completely 
wiped out. 

It should have been apparent to in- 
vestors that the possibilities of growth 
of the company were distinctly limited 
and that one good year was no evidence 
that ensuing years would be profitable. 

While this above example is an ex- 
treme case of the “one-year company” 
that fails to hold to the pace, there are 
innumerable examples of the “prince 
and pauper” type of corporation, where 


one or two highly profitable years are 
followed by long lean periods. Corpo- 
rations in this classification operate 
chiefly in the durable goods field and 
manufacture special types of equipment 
which will last for many years with 
ordinary care. It is obvious that the 
saturation point in these cases can be 
quickly reached although potential mar- 
kets for many durable products are 
greater at this time than in previous 
cycles because of the length of the de- 
pression. 

Before investing in a security repre- 
senting a company that might fall in 
such a classification, investigate the 
potentialities of the market for its prod- 
ucts. Given favorable conditions how 
many units of its manufacture can be 
sold before all possible users are sup- 
plied? Unless the company is an un- 
seasoned newcomer investors will do 
well to appraise the actual worth 
of the stock by taking the aver- 
age earning power of the corporation 
over a span of years which include the 
worst as well as the best years. 
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Subscribe Now While You Can Still 
Secure This Valuable Book—Free! 


In every profession it is generally understood that a man must spend years in edu- 
cation and apprenticeship before starting out for himself—and the merchant usually 
starts out as an errand boy. In trading in stocks, too, the men who are reaping 
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abilities. In developing the ideas suggested in The Magazine of Wall 


Street, this book can help you. 


The Business of Trading 


in Stocks 
By John Durand and A. T. Miller 


Including a Formula for Determining Common Stock 
Values in This Second Phase of Economic Recovery 


160 pages, profusely illustrated with Charts and Graphs 


This new book gives a clear, authoritative exposition of the fundamental princi- 
ples essential to successful trading under present-day market conditions. 
Written by two experts who know trading—who know how to explain this 
profitable subject so that the average businessman can understand and apply 
the principles for his greater profit—this book stresses the desirability of 
planning a method suited to your individual needs. 

Mr. Durand’s formula for determining common stock values is particularly 
important. It can enable you to always know WHEN TO BUY and WHEN TO 
SELL those stocks in which you are most interested. Numerous charts and 
graphs of well-known securities illustrate important points clearly and simply. 


You Can Have This Book—Free 
But You Must Act Now 


This book was prepared for The Magazine of Wall Street subscribers. It is not 
for general sale. And, because of the cost of preparation, it can only be offered 
with yearly subscriptions. You can still secure a copy of this important book 
by entering or extending your subscription now. 


Enjoy the Privileges of Our 
Personal Inquiry Service 


This department is maintained for subcribers to The Magazine of Wall Street 
—and subscribers only. It is ready to advise you impartially by letter or by 
wire concerning the securities you hold or consider buying. We only ask that 
inquiries be limited to not more than three listed stocks or bonds at any one 
time to facilitate replies. This service alone might repay you many times over 
the entire subscription cost by just one hint or suggestion. 


Mail This Coupon—Now 









Contents 


Chapter 
I—Learning © 
The Busi- 


ness of Se- 
curity Trading. 
II—A Study of the © 
Principles of 
Manipulation. 
IlJ—Detecting Accumu- 
lation, Ist Stage, 2nd 
Stage. ; 
IV—Short Selling—Its Good 
Points and Its Dangers. 
V—Buying on Reactions. 


Vi—The Principles of Tape Read- 


ing. ; 
VII—Price Movements and Turning 
Points. 
VIlI—Profiting by the Law of Averages— 
Figure Charts. : 
IX—How to Use Charts and Mechanical 
Systems. : 
X—Fundamentals That Affect Security 
Prices. 
XI—What and When to Buy and Sell. 
XII—Profiting from Stock Dividends, 
Rights, Privileges and Arbitrage. 
XI1J—Important Principles for Successful 
Trading. 
XIV—Appendix—A New Formula for De- 
termining Common Stock Values. 





The Magazine of Wall Street, 
90 Broad Street, New York, New York. 


Enclosed find my remittance of $7.50 for which enter subscription to THE 
MAGAZINE OF WALL STREET for one year (26 issues) beginning with 
the May 12th issue. This entitles me to receive a copy of “The Business of 
Trading in stock,” free, and gives me the full privileges of your Personal 
Inquiry Service. 








A Valuable Privilege 
Personal Service Department 


Your subscription gives you the privilege of 
writing or wiring for personal opinions by our 
experts on listed stocks or bonds (as many as 
three each time and as often as you wish). 

















oe eee eas Shares Stock Price Paid 
| | 
! 
Address | | 
City and State 
4-28-M 








4 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 














en 
T/ 
i 


! 
j 














my 


E. Kenneth Burger 
Managing Editor 


% 


C. G. Wyckof£ 


Publisher 














Laurence Stern 
Associate Editors 


The Trend of Events 


— The Silver Issue 

— Treasury Tapping 
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— The Market Prospect 


THE SILVER ILVER is today a major politi- 
ISSUE S cal issue, attracting a national 

interest out of all proportion 
to the metal’s importance as a commodity. In the 
boom year 1929 this country produced silver to the 
value of approximately $32,000,000. In the same year 
we produced $48,000,000 worth of peanuts, $60,000,- 
000 worth of sweet potatoes and $152,000,000 worth 
of barley, to mention only a few products not com- 
monly thought of as being vital to the national econ- 
omy. As a commodity, silver has fared better than 
any other. It is quoted today around 45 cents, as com- 
pared with the highest 1929 price of 57 cents. More- 
over, the Government, under the international silver 
agreement, has agreed to purchase the entire output of 
American silver mines over the next four years at a 
price of 641% cents. Silver in 1926 averaged around 
60 cents. Thus, it is the only commodity for which 


current production commands more than the boom- 
time price. Seven Rocky Mountain states produce 95 
per cent of our silver. They have 3 per cent of the 
country’s population, but fourteen Senators and, ac- 
cordingly, 15 per cent of the Senate voting strength. 
These gentlemen have done well by the home folks and 
appear determined to do still better. Yet silver com- 
mands far more than a 15 per cent following in Con- 
gress. Agitation in its behalf, therefore, can be ascribed 
only in part to selfish motives. 

The significant fact is that the average Congressman 
apparently regards such inflation as Mr. Roosevelt has 
thus far given the country as the one certain stimulant 
of recovery. About various other New Deal policies he 
has his doubts. Moderate and controlled inflation has 
tasted good, but normal recovery remains to be accom- 
plished. Therefore, if a little inflation is good, why not 
more of it? The majority sentiment for silver is infla- 
tionist sentiment. It is to be hoped that President 
Roosevelt can curb it. We need no larger stock of 
money than is available today under the President's 
monetary measures. Those measures are working suc- 
cessfully, but progress is retarded by a variety of enter- 
prise-killing reform and restrictive policies. The 
unintelligent way of the silver inflationists is to supply 
such a dose of inflation as will override the existing 
obstacles. The better way of common sense would be 
to remove or smooth down the obstacles and give the 
President’s present inflationary policy a clear road and 
a fair trial. 
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TREASURY 
TAPPING 


HE President is again con- 
fronted with one of those 
sinister measures which at 

once promise to make votes for candidates for re-elec- 
tion to Congress and to wreck public finance. The kind 
of measure which appeals to public sympathy and to the 
substantial interest of millions is the best vote-getter. 
The McLeod bill for the payment in full by the Fed- 
eral Government of all deposits in closed national 
banks is such a one. Everybody is sorry for the de- 
positor who was caught in a suspended bank, for he is 
the perfect type of the injured bystander among the 
casualties of the banking crash. Every one of the five 
thousand communities in the country scarred by lost 
deposits is eager to see the impounded and vanished 
moneys recovered. Actually, discussing only general 
principles, it is difficult to draw a line between rescu- 
ing depositors and rescuing mortgagees, between buy- 
ing dubious bank books and unsalable corn. And if 
we are to throw a line to mortgage and corn investors, 
why not to the good men and women whose stocks and 
bonds went irretrievably sour? And if to them, why 
not give a job to everybody who lost one—a perpetual 
job? And, by the way, we are not far from that. 
Again, if the bank losers of 1933 are entitled to relief 
why not those of 1932, 1931, 1930—and of the host of 
banks that failed in the ten years preceding? Reason 
or no reason, the Government must sternly stop at some 
point being the underwriter of all losses. And the 
quicker the line is drawn the less likelihood that it will 
have to be drawn and redrawn from Congress to Con- 
gress to the end of time or the ultimate bottom of the 
public purse. 


a 


OR more than eight months 
now, industry’s life-giving 
capital has been dammed 
up behind the formidable personal penalties imposed 
by the Securities Act on those who make honest and 
unimportant errors. True, a little seepage has managed 
to get past the barrier—a few beer stocks and a gold- 
mining issue or two. But this is a very different thing 
from that which irrigated industry’s broad, level pas- 
tures in the recent past. Examine the record. In the 
first seven months of 1933—a period in which there 
was not this Securities Act with which to contend, cor- 
porate financing, both stocks and bonds, amounted to 
$314,998,000. In the next eight months, and regard- 
less of the business improvement that was registered 
and that, towards the end of the period, there was a 
bond market as is seen only two or three times in a 
lifetime, the total was a mere $115,774,000. We are 
not, of course, advocating any plan to dynamite the 
Securities Act dam. The law contains much that is 
highly constructive. It does seem, however, that the 
harsher provisions might well be modified enough to 
enable the sluices to be cracked to let a reasonable 
amount of new capital flow into industry. Nor need 
anyone lose face by such action. The legislation ad- 
mittedly was hurried and the temper of the times verged 
on the hysterical. A law passed under such conditions 
now is found to contain grave faults and go further 
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than the country really wished. This being the case, 
what more reasonable action than that the facts be 
acknowledged and the faults corrected? 


—_ 


HE inveterate tend- 

ency of tariff legis- 
lation to run onto 
the shoals of local and group selfish interest has brought 
an anti-climax to the general acclaim which greeted 
President Roosevelt’s plan for revision by reciprocal 
agreements. It would not be surprising if a measure 
initially marked for quick action might bring a dead- 
lock between President and Congress. The President’s 
course is that of statesmanship, but the same blindness 
to the general good which is driving all nations into 
trade destruction, operates internally to block reform. 

The idea prevails that the home market is something 
that can be preserved only by restricting foreign trade. 
Few can see far enough ahead to understand that the 
home market may be actually dependent upon foreign 
trade. The disposition is to look upon desirable trade 
as one in which the home community sells for cash 
and buys nothing. 

In the long run commerce everywhere is exchange of 
goods; money is only the means thereof. Buying is 
only the other side of selling. But a nation must be 
wise in its trading, just as an individual should be. 
That is what reciprocal tariff bargaining means; it 
means that our foreign commerce shall be collectively 
shaped to beneficent ends. It means that we shall buy 
what we ought to buy and sell what we ought to sell. 
It avoids on the one hand the sacrifice of desirable 
home industries to the indiscriminate greed of unre- 
stricted individual trading; and on the other hand it 
means that the general commercial interest shall not be 
sacrificed to protected individual interest which is op- 
posed to the general interest. The need of foreign mar- 
kets for wheat and cotton, for example, is certainly 
greater than the benefits derived from giving certain in- 
dustries the monopoly of the home market. 

Progress toward international trade relations which 
would benefit all nations is being blocked by another 
sort of provincialism. It is now proposed to forbid 
the President to make deals with nations which have 
defaulted on their political debts to this country. That 
rule would eliminate Britain, France, Germany, Italy, 
Greece, Belgium, Russia, etc., from the trading area. 
Those countries take nearly half of our exports, so the 
rule would prohibit friendly bargaining with good cus- 
tomers. Word comes from London that the British 
government thinks this is no time to dicker—with us. 
And it might have added that there may be no chance 
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THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 8. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, April 23, 1934. 
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As I See lt ~ 


Forty Per Cent of Income to Government in 1934 


HEN it is realized that nearly 33 per cent of our 
national income last year was absorbed by govern- 
ment, we get some conception of what recovery by 

way of the New Deal is costing us and will continue to 
cost us if the current rate of disbursement is not checked 
by popular demand. For even this huge proportion does 
not appear to be the limit of government requirements. In 
1934, it is estimated that government through taxation and 
borrowing will commandeer about 40 per cent of all 
national income produced. 

Taxation is increasing on every hand. Municipalities, 
counties and states, despite numerous gestures of economy, 
are steadily developing new means by which to reach the 
pocketbooks of their residents. Impelled in large degree by 
political considerations, Congress continues its policy of 
open-handed distribution of other peoples’ money even to 
the extent of unbalancing the highest budget in history, at 
the same time that it wrestles with the problem of extract- 
ing more and more from struggling industry and from the 


. overburdened individual taxpayer. It is a curious com- 


mentary pn our times that the United States Senate, in the 
name of recovery, recently voted additional taxes in the 
huge sum of 480 million dollars and increased the levy on 
incomes by an additional 10 per cent in the same week that 
the British Chancellor of the Exchequer proposed to lower 
income taxes in Great Britain “believing that this relief 
will itself hasten the process of recovery.” 

It would appear that once having been led into the idea 
of spending and borrowing our way to recovery as an 
emergency program, we are in danger of encouraging this 
policy until overtaken by the disaster of uncontrollable infla- 
tion. History proves there is no such thing as controlled 
inflation. As an outgrowth of the measures necessary to 
relieve suffering and stimulate business to an initial start, 
there is danger today of developing a nation-wide reliance 
on government for all 
varieties of relief—of 
thinking of govern- 
ment resources as an 
inexhaustible reservoir 
to be tapped at no 
cost — ior at. least .a 
cost only to “the 
other fellow.” There 
are indications of this 
attitude in the recent 
passage over Presi- 
dential veto of the 
Independent Offices 

y 


governmental salaries, 
Congressmen’s among 
them, and destroying 
the economies previ- 
ously effected in pay- 
ments to veterans. 
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By Charles Benedict 


The same psychology of drawing on the public till is again 
exhibited in the proposal to pay off the depositors in closed 
banks. In effect Congress is saying to those citizens of the 
country who by the greatest effort during the difficult times 
of the last few years have made a measure of progress, 
“We're going to make you carry the burden because you 
are able to take it.” In other words, they are weakening 
the backbone of initiative and energy in this country by pur- 
suing policies that must force increasingly burdensome taxa- 
tion on the few—in many cases for the doubtful advantage 
of spreading a few dollars per individual among the many 
clamoring for government aid. The measure of importance 
of those who are carrying the load today is best exemplified 
by the progress made in those industries which have neither 
borrowed from the Government nor received its subsidies. 
They have assisted the whole country in the establishment 
of a base from which recovery has begun. These people 
must be encouraged rather than discouraged. 

It is high time that special appropriations were stopped. 
For so long as we permit the Government to be looked upon 
as the universal rescue agent just so long will we roll up 
staggering bills whose payments must come from the pockets 
not only of the wealthy but of each one of us—taking an 
increasing part of our incomes, bringing discouragement, 
dulling initiative, shrinking our savings and depriving busi- 
ness of the capital that is so vital to its progress if not to 
its very existence. 

Even the Durable Goods Committee of the N R A itself 
points out that increase in the public debt during the past 
four years “has absorbed about twice as much of the new 
private savings and bank credit of the nation available for 
investment as have been absorbed by all private industry 
and business.” 

It is thus quite evident that the continuance of anything 
like the present scale of national expenditures, Federal 
lending and conse- 
quent heavy borrow- 
ing, will result not 
only in a steadily-in- 
creasing tax burden, 
but in an _ eventual 
nationalization of 
wealth, with an at- 
tendant deterioration 
of our cherished 
ideals and __institu- 
tions. 

This thought is 
naturally intolerable 
to an independent 
and __ invididualistic 
people. However, it 
may perhaps rouse us 
to the danger in time 

(Please turn to 

page 56) 
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q Market Demonstrates Strong Resistance 


g Indications of More Favorable Washington Developments 


Higher Prices Ahead? 


By A. T. 


N the face of a sensational crack in wheat prices, the 
stock market in recent trading has displayed quite 
remarkable fortitude. This is in sharp contrast with 

the performance of last October, when wheat had one of 
its periodic falls from its artificial and politically-erected 
price shelf, and the stock market, watching that spill, had 
the jitters. 

Business activity was declining last October, however, 
while now it is expanding. Moreover, traders in stocks 
apparently remember that last autumn’s shivering spell in 
farm commodities was promptly followed by inflationary 
measures on the part of the Administration. In any event, 
without further puzzling over the current phenomenon of 
the share market’s utter lack of sympathy for its specula- 
tive cousin out in Chicago, what stands proven by test is 
that the market’s position, fundamentally and technically, is 
strong. There were previous tests in late February and 
March in the manner in which stock prices withstood the 
threat of drastic Federal control legislation and the equally 
frightening threat of a devastating strike in the automobile 
industry. 


Strong Internal Position 


It would seem that no further proof of the market’s 
stubborn reluctance to decline is needed. Reactions of the 
past fortnight have been of minor technical proportions 
and have been followed by rallies which quickly and easily 
recovered all lost ground. Over a period in which wheat 
has declined more than 15 per cent, more than a hundred 
stocks have reached new highs for the year, the bond mar- 
ket and many preferred stocks have reached new highs of 
recovery, and the stock market, on the average, has held 
approximately the best levels of the rally which began in 
the last week of March. The current level is the highest 
since late February. 

There has been nothing of speculative enthusiasm or 
excess. Unlike previous intermediate moves, no bell was 
rung at Washington to signal that advance had begun. The 
market has simply forged ahead slowly on moderate vol- 
ume. Such activity as has existed has been largest on days 
of advance and has tended to shrink substantially on days 
of technical reaction. In the normal markets of the Old 
Deal, the majority of intermediate advances started in this 
quiet, creeping fashion and gradually worked up their own 
enthusiasm. We are inclined to regard so old-fashioned 
and orthodox a performance as a good omen at this time. 

Accordingly, we herewith reiterate our previous advices 
that we regard generally higher stock prices in the next 
few months as probable, that existing commitments be re- 
tained and that selective accumulation of equities which we 
have recommended and analyzed in recent issues be under- 
taken in periods of moderate technical correction. It appears 
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highly unlikely that nearby reaction in the average stock 
will run to as much as 5 per cent. 

In the immediate future, it must be conceded that the 
market will be doing very well to hold its ground while 
several of the current uncertainties are clarified. There is 
continuing uncertainty as to the final form that Federal 
regulation of the security exchanges will take and as to 
the outcome of pending official proposals to modify the 
rigid Securities Act of 1933. There is uncertainty regard- 
ing possible silver legislation and as to the fate of several 
legislative measures—notably the Wagner labor bill and 
the Connery 30-hour week bill—which are highly distaste- 
ful to business and to the market. 

Over all there is the usual uncertainty, always a sober- 
ing speculative influence, as to what Congress may or may 
not do in the final weeks of a session preceding a coming 
election. Business and the markets will breathe a bit easier 
when the final results of the present session can be tabu- 
lated and when Congress has gone home. It is hoped that 
will be some time in May. A Congressional vacation until 
next January will be enjoyed by all—including the Admin- 
istration. 

In relation to the President’s effort to control Congress, 
the decline in grain prices at this time can only be regarded 
as unfortunate. Already it has been seized upon by Con- 
gressional advocates of silver as proof that more inflation 
is what the country needs and that the form this inflation 
should take is that of remonetizing silver. The controlled 
monetary inflation already brought about having failed 
to maintain wheat at an artificial level far above world 
prices, the thing to do is to have a try at more inflation. 
The one thing the argument lacks is intelligence and logic. 
Fortunately, current indications are that any silver legisla- 
tion is likely to be permissive, rather than mandatory. 


Swinging to the Right 


While one can never be certain of Mr. Roosevelt’s inten- 
tions, and while there is insufficient evidence to prove that 
he is on the point of moving from the Left to the Right, 
the tentative indications are that his immediate policies are 
at least veering toward the Center. This, from the point 
of view of business and industry, is favorable. The Presi- 
dent, supported by the Treasury and the Federal Reserve 
Board, appears obviously reluctant to undertake additional 
monetary experiments at this time. 

One can even hope with apparent justification that the 
New Deal is entering a new phase—a phase of greater 
conservatism and of more orthodox industrial and financial 
relationships. The Administration a year ago did much in 
desperation, but the public mood is no longer one of des- 
peration or despair. There is a growing public dislike of 
certain policies and measures, especially as to over-zealous 
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reforms which stifle business initiative and confidence, and 
as to the workings of N R A and AA A. In intelligence 
and in political acumen, Mr. Roosevelt can show Congress 
a great deal. He appears to be well ahead of Congress in 
recognizing the gradual drift of public sentiment at least 
toward the political Center, if not to the Right. 

We have had a year of political and economic experimen- 
tation and experience is a great teacher. It has been demon- 
strated beyond reasonable doubt that the mere lifting of 
the general commodity price level has not, and can not, 
solve the problem of restoring normal business activity and 
employment. It has been demonstrated that excessive price 
advances in finished goods, fathered by N R A codes, 
reduce, rather than increase, the national purchasing power 
and at the same time widen the price disparity between 
farm and manufactured products. 


Soft Pedaling NRA 


Thus, as criticism mounts, we find N R A today being 
consolidated, modified and “rationalized.” We find the 
Administration belatedly recognizing the primary fact that 
prosperity in this country has always depended chiefly 
upon—and now depends chiefly upon—a fairly steady 
expansion of the durable goods 
industries. 

There are several ways in 
which this problem can be at- 


tacked. What is needed is a 


into long-term investment. This 
will either have to be brought 
about on private capitalistic ini- 
tiative or the Government will 
have to provide much larger sums 
of capital than is now contem- 
plated in the emergency budget. 
The chances are that a compro- 
mise will result. As detailed in a 
special article on following pages, 
the Administration will soon 
launch a campaign designed to 
stimulate housing construction, 
renovation and modernization by 
undertaking to “insure” private 
credit advanced on such projects. 
As last summer focused the eyes 
of the country on the original 
N R A campaign, the coming 
summer very likely will see an 
intensive drive along this new 
and much sounder front. 

The results, whether matching 
Administration expectations or 
not, can only be on the favorable 
side. Anticipation of this pro- 
gram logically should offer in- 
creasing speculative support to 
stocks of companies closely iden- 
tified with the heavy industries. 

Yet it is the President’s view, 
as stated in explaining his 10 
billion-dollar recovery program, 
that by the middle of 1935 pri- 
vate initiative must take over the 
wheel and let the Government re- 
tire to the backseat, even though 
it will probably retain the usual 
prerogatives of a backseat driver 
The coming housing program 
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Landmarks of Wall Street, Old 
and New 


much increased flow of capital No. 18 





Bank of New York and Trust Co. Building 


alone will not bring about this happy consummation. What 
is equally needed is modification of the Securities Act of 
1933, modification of the Fletcher-Rayburn bill for regula- 
tion of security exchanges and convincing proof over a 
period of months that radical political experimentation and 
improvisation are ended for good. 


Higher Levels Ahead 


Our present guess, admittedly conjectural, is that from 
here on the Administration gradually will lean toward per- 
mitting a more normal functioning of the American capi- 
talistic system along time-tried lines. If it does, higher 
average stock prices should be produced over the next few 
months. On the other hand, if the pressure for inflation 
grows and there are further monetary changes or other 
direct Federal stimulants, the prospect must also necessarily 
be for a continuing reluctance of investors to liquidate 
equities for dollars, and for higher average stock prices 
sooner or later. 

The current debacle in the wheat market presents a 
paradox. It was apparently touched off when the market 
concluded that the President’s attitude would prevent any 
early additional inflation via the silver route. Yet at the 
same time the decline itself has 
greatly increased inflationary agi- 
tation. Certainly it will increase 
the discontent of the politically 
important agricultural classes, for 
it comes at a time when the prices 
of many manufactured goods 
have spurted to a new high of re- 
covery. In ratio of his own prod- 
uct prices to prices of the goods 
he must buy, the farmer has lost 
ground since last July. 

The results are an ironic com- 
mentary on artificial farm price 
stimulants and nostrums, whether 
under Hoover and the Farm 
Board, or under Roosevelt and 
the AA A. We have and always 
have had an exportable surplus of 
wheat, yet our wheat prices for 
months have been far above the 
world price. Even at present 
sharply reduced prices, our Chi- 
cago market, allowing for the cost 
of ocean freight, is some 22 cents 
above the Liverpool market. 

In this situation the most sig- 
nificant development, closely re- 
lated to immediate heavy specula- 
tive unloading in wheat, is the 
statement attributed to Secretary 
of Agriculture Wallace that “a 
nation on an export basis does not 
remain indefinitely above the 
world prices.” This is the atti- 
tude of a realist, but whether its 
logic can be grasped by the far- 
mers—as prices of manufactured 
goods continue to rise—and by 
Congress, remains to be seen. In 
the long run, as Mr. Wallace 
realizes, we can solve the problem 
only by selling our exportable 
surplus of wheat in the world 
market at the world price and 

(Please turn to page 56) 














Is Washington Ready to Give 
Industry a Break? 


The Final Great Drive Against the Depression Is About 


to Begin in Federal Stimulation of the Heavy Industries 


By THropore M. KnNApPEN 





HE Presidential assault 
on the depression began 
with monetary manipu- 
lation. Then followed the at- 
tacking waves of C CC, Pub- 
lic Works, Agricultural Re- 
lief in its myriad forms, R F C 
in innumerable ways, Civil 


To Break the Jam in the Durable 
Goods Industries 


President Roosevelt now considers the final con- 
quest of the depression by— 
Modernization of old residences—$1,500,000,000 


4 


a 3. The breaking open of 
the frozen mortgage situation 
and the creation of new forms 
of real estate financing. 
Advance deliverances of the 
Committee have dealt only 
with No. 2, one of them being 
an emphatic denunciation of 


Works Administration emer- at once. the Stock Exchange Regulation 
gency measures and their suc- ee ee ee bill in its original form, and 


cessors, with NR A acting as 


file closer all along the desper- 3. Wrecking out-of-date 
erection of new ones in their place. How mucli? 


ate front. Every assault gained 
ground, but none of them was 
able to shake the reinforced 
concrete defenses of unemploy- 
ment in the durable goods in- 
dustries. Wiéith the prosperity 
shock troops all around and 
all over them, these defenses 
held out and still hold out of 
employment about 5,000,000 
men—5,000,000 of the 8,500,- 


house building finance. 





their replacement—$12,500,000,000, gradually. 


industrial structures and 


Inauguration of greatest building era in the history 
of the Republic is visioned. 


The mechanism—a Government Insurance Corp. is 
to insure new building and modernization ad- 
vances, thus melting billions of iced investment 
money. Mortgages to be amortized in 15 to 20 years 
—no second mortgages—all lending rackets out of 


the other of the Securities Act. 
The Committee find that “the 
great majority of honest Amer- 
ican business men and bankers 
have had imposed upon them 
such impossible liabilities and 
penalties, that few prudent 
men are willing to risk the is- 
suance or sale of securities 
The result is almost the com- 
plete stoppage of the flow of 
private savings into normal in- 
vestment channels.” 





000 still counted jobless. 

Disappointed, perhaps even 
dismayed, that the durable industries have not yielded to 
the rising tides of better business, and fearful that those 
tides will recede unless jobs be found for the millions of 
men and billions of dollars in those industries, the President 
now begins a frontal attack on their redoubts. Perhaps the 
word frontal is not precise, for it is by no means certain 
that the Securities Regulation Act is to be sufficiently re- 
vised to overcome the timidity of investors, promoters and 
investment bankers confronted by new capital commitments. 
It might be more exact to call it a flank attack. It might 
even be construed as a move toward replacing the financial 
middleman with Uncle Sam and minimizing the importance 
of the Securities Act. But more of that a little later. 

A month or more ago General Johnson, after the great 
conference of the Code Industries, set up a committee of 
those industries to diagnose the maladies of the heavy in- 
dustries and propose cures. The committee has made pro- 
gress reports, and the last one names the three requirements 
for even partial recovery as: 

1. Restoration of confidence in the Government's poli- 
cies. 

2. The opening up of channels for the free flow of pri- 
vate savings into normal investments. 


10 





And here is where we come 
back to the idea advanced 
above that the Administration is making or is about to make 
an attack on unemployment in the capital goods industries 
of such a sort that the necessary financing can be accom- 
plished without extensive resort to great securities flotations 
in the ordinary ways. 

In line with so much other financing since 1929 the new 
attack on the depression is to be governmental or quasi- 
governmental—another step toward the nationalization of 
credit. The Durable Goods Committee remarks that in the 
past four years the Federal Government has absorbed about 
twice as much of the new private savings and bank credit 
of the nation as has been absorbed by all private industry 
and business. And yet, such is the growth of the habit of 
leaning on the Government, it would not be surprising if 
this same Committee, when it states its solution of its third 
requirement, will be found passing the buck to Uncle Sam. 
But if it does it will know where it is going, for it says 
ominously: “We are gradually enforcing the nationaliza- 
tion of productive wealth”; predicts that the Federal Gov- 
ernment will soon own a majority of all the mortgages on 
farms and homes, that the interstate carriers will be con- 
trolled and operated by the Government within a few years, 
that the communications will soon be so controlled, and 
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notes that already the Government owns over one-fourth 
of the preferred stock of all banks. 

What the Committee has in mind for restoration of in- 
vestor confidence in public policies has not yet been dis- 
closed, but it is pretty sure to deliver a savage denunciation 
of silver and greenback inflation, advise a prompt return to 
the gold standard at a statutory valuation, demand a bal- 
anced integrated budget and a cessation of governmental 
harrying of business. 


The Government Rushes In 


The committee may speak its mind on Requirement No. 3 
before this article is published, but if so it will have to work™ 
fast to beat the Government to the announcement of its 
own solution. And it appears that the Government thinks 
that if Requirement No. 3 is met the other two will be met 
by the same token. Revive building, says Washington, and 
you revive all the capital goods industries—using building in 
the broad sense. 

As the President stepped off the Florida train the other 
day, three members of the new edition of “the brain trust” 
were feverishly polishing up the great scheme for the vivi- 
fication of stagnant construction. These high-gear planners, 
assembled by Frank Walker, executive secretary of the 
Executive Council, are J. M. Daiger, Baltimore banker, 
Winfield Rieffler, economist to the President, and Alfred 
Deane, consumer credit expert of General Motors Corp. 
The plan hasn’t been officially published yet, but so many 
Administration executives and so many bankers, financiers, 
industrialists, and mortgage lending groups have been con- 
sulted that its outlines are rather widely known. It is a 
comprehensive scheme—duly engrossed as an intended act 
of Congress—to enroll all the private credit agencies cus- 
tomarily engaged in financing building, and lending on 
“consumer credit” in a grand rally to lend to (a) builders 
of new homes, (b) modernizers of old ones, and (c) to de- 
molishers of obsolete plants and builders of new industrial 
structures. The rally is to be sounded to the slogan of 
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“Uncle Sam will insure the risk.” The risk is not large. 

The bank depositor has been insured and now the man 
who takes his money out of the bank and lends it to his 
neighbor will still have the money insured. And by “man” 
and “neighbor” I mean the home building and modernizing 
public and the colossal life insurance companies, great con- 
sumer-credit corporations, savings banks, building and loan 
associations, etc., as much as I mean John Individual Citi- 
zen. It is true that this plan does not directly help the 
durable goods industries, but it is the Government view that 
taking into consideration the ample reserves of the great 
corporations engaged in the production of producers’ goods, 
and certain other facts, the breaking of the jam in building 
will scour the whole channel of industry financing. 


An Avalanche of Business 


The three thinkers have found that home modernizing 
can step up $1,500,000,000 this year and, according to the 
N R A survey, this nation needs right now new homes for 
800,000 families—and that is the minimum. Giving a lib- 
eral and modern construction to the word “needs” as ap- 
plied to homes, at least 2,500,000 residences ought to be 
torn down and replaced ($12,500,000,000). And the needs 
of new families and the yearly obsolescence of residences 
would call in comfortable times for 400,000 new houses 
every year. Back in 1926 we were spending $5,000,000,000 
a year on all-type residences. Here is the key to long-contin- 
ued prosperity. Once inserted in the lock and turned it 
might open the door to an era of construction greater than 
the nation has ever known, greater than when the opening 
of the West was at its apex, flooding every mill and shop 
in the land with golden orders. But how? 

The answer is not so easy. According to the experts on 
housing and housing finance who have been advising the 
President, the “how” presents problems which may persist 
long after the depression has lifted in the sense of ordinary 
commercial transactions. The persistent difficulty is that 
the unprecedented collapse of real estate mortgage credit is 
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so great that it may be a decade or more before the indi- 
viduals and institutions which have supplied home-building 
money will normally be in an active lending condition again. 
At present their energies are absorbed in the endeavor to 
salvage their outstanding loans. When they get a dollar 
they lock it up in government bonds or something equally 
good. A recent survey of 1700 counties brought the in- 
formation that there was virtually no residence mortgage 
money available in any of them. Of 3000 counties in the 
United States, 1500 have no local home-building financing 
agencies. The lending agencies and individuals are too busy 
collecting and liquefying,. bemoaning their losses and sooth- 
ing their nerves, to think of their normal function of lend- 
ing. 

The mention of government bonds points the way the 
breakers of the jam are working. Make the residence loan 
as good as a government bond; have the Government insure 
it. That will loosen up the cash of the old lenders and 
bring some new ones into the field—so runs the theory. 


End of Lending Rackets 


But while the Government is on the job of reviving home 
building it purposes to clean up the “mortgage racket” for 
good and all. The second-mortgage racket is to go onto the 
dump heap, the “renewal commission graft” is to be sunk, 
the danger of premature foreclosure is to be done away 
with. And this is how: All mortgages for home-building 
are to be amortization 


building and lending. Thus a long-felt need will be filled. 

As the inspirational leader of the last great assault of 
all on the depression it will be publicized into glory. Since 
the depression made liquidity the main objective of com- 
mercial bankers they have been as shy of mortgage loans as 
they are of Bolivian bonds. With insured mortgages—gov- 
ernment insured—the real estate mortgage will look good 
again. Probably the banking laws will be amended so that 
such banks can lend up to 80 per cent and for a longer 
period than five years. Finally, the attack on the frozen 
mortgage field will provide for huge Federally incorporated 
private mortgage companies—to encourage existing agen- 
cies to regain the lending habit, if nothing else. 


U. S. Lends Name Only 


So far as known there is no intention of putting any 
government capital into this phase of the new scheme— 
but from the standpoint of the New Dealers it has the 
advantage of virtually bringing all residence financing under 
government tutelage and discipline. The scheme will apply 
only to detached or, at most, to four-family residences, but 
there will be some adaptation of it to direct governmental 
financing of low-cost housing and slum eradication projects. 
It is expected that new government money, if any more 
than already contemplated by P W A, will be reserved for 
such undertakings. Total P W A commitments along this 
line are only $125,000,000, and it is probable that there 
will be a big provision 
for their expansion, as 





mortgages running for 
fifteen to twenty 
years, to be for as 
much as 80 per cent 
of the valuation, and 
at not more than 5 
per cent net interest 
return to the lender. 
If you as a lender 
don’t like the terms go 
ahead and lend as you 
please without Uncle 
Sam’s backing. As for 
modernization financ- 
ing, that will rest on 
the consumer’s credit : 
the individual loans 
will be small—$2,000 
maximum —and ex- 
perience shows that 
families will cut every 
other outlay to the 
bone before they lapse 
on their monthly re- 
paymentsof suchloans. 

Details of the 
scheme are not yet re- 
vealed, but they are 
immaterial. The in- 
surance will be looked 
after by a Federal I926 1927 1928 1929 
Mutual Mortgage In- 
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private capital is not 
enamored of this field 
of investment. There 
is some talk that the 
Government may 
eventually invest $1,- 
500,000,000 in such 
social welfare under- 
takings. Here are 
worthy crumbs for 
deserving durable 
goods industries. 

As for the rest of 
stimulating the dur- 
able goods industries, 
there are the new in- 
termediate credit 
banks, or the Glass 
plan equivalent under 
the Federal Reserve, 
and/or the RFC 
plan for five year 
loans for capital pur- 
poses. These will help 
the little fellow. The 
big fellows, it is ar- 
gued, do not need 
new financing. Some 
of the Brain Trust 
Utopians figure it out 
that it will be just as 
well if the Securities 
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surance Corp., which 
will be closely identi- 
fied in personnel with the Home Loan Bank Board. That 
institution, by the way, although long quiescent is now 
growing like the proverbial green bay tree. It has more 
than 2,500 member institutions—including all the big mu- 
tual savings banks of the Eastern states, and is expected 
to be a prime source of discount funds for the mortgages 
that will be put out under the new plan of stimulating 
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Act is not amended— 
and new financing be left arduous if not impossible. Their 
idea is that as times get better the tendency will be to over- 
emphasize the capital goods industries, thus diverting in- 
come from rapid conversion into personal satisfaction, at 
the expense of the consumer and service industries. In the 
long run, they think, there is danger of too much rather 

(Please turn to page 51) 
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Happening in Washington 


oy &. &.. T. 


Congress—the House in the street, 
the Senate straggling along the side- 
walks—marching down Capitol Hill to 
meet the President with a braying brass 
band, made the first impression on me 
that there ought to be a law against 
parades in mufti. Positively, the most 
unheroic sight in the world is that of 
a band of pudgy, middle-aged men clad 
in wrinkled, baggy, sack suits and squat 
overcoats trying to progress in martial 
unison. The next thought was of a 
boy in the dark whistling to keep up 
his courage—the band being the whis- 
tle. No, that isn’t it. It was not to 
keep up courage; rather it was to 
camouflage the end of an idyll. 

It was a brave effort to pretend that all was still well 
between White House and Capitol. It was an almost 
pathetic gesture of farewell to a lost epoch—would have 
been but for its ludicrousness. 


The President knows the lovely days are past, and 
Congress too; it is with regret not unalloyed with pride, 
the other with a certain grim pleasure There may be a 
reconciliation. If so it will arise from the turning of Con- 
gress toward the right, and the President’s cheerful tagging 
along. Except in the matters of inflation, pensions and giv- 
ing everybody a lot of public money, Congress is about as 
radical at heart as Justice Sutherland. And since the grand 
veto revolt it has buried its timidity in the presence of the 
President. Having seen the President box the compass, 
monetary and economic, Congress thinks there is a 50-50 
chance that it may be right as often as Mr. Roosevelt. 
Congress retains its usefulness. 

The next time Wall Street critics are tempted to 
bring out some of those ancient wheezes about the 
virtues of Congress when at home they would be but 
just if they were to pause and recall that but for the 
stubborness of Congress and its innate dislike of young 
lawyers and know-it-all professors the narrow canyon 
that is called Wall Street might soon be a gulf of death. 
Beyond a doubt the President would have let the stock 
exchange bill go through with no changes beyond some 
more serrated teeth and would have left the Securities 
Act intact in its stupidity. 


Durable Goods Industries Committee, intractable 
child of N R A, the President’s rebellious Board of Review 
of N R A Codes, the outspoken Consumers’ Board and 
other developments are building up a timely foundation 
for the President to reconcile his stimulative monetary and 
credit policies with his business constriction policies. The 
business situation today is comparable to an automobile 
going ahead with the throttle wide open and the brakes 
partially applied. The various critical bodies are develop- 
ing this anomaly at every turn. 
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It is immaterial that they parade 
their own inconsistencies, such as 
putting the sweatshop out of exist- 
ence and demanding protection for 
the same little fellow against 
monopoly, calling for lower con- 
sumers’ prices and insisting on high 
cost production. The point is that 
diverse friends of Roosevelt policies 
are now pointing to a need of their 
expedient modification. 


Many Members of Code 
Authorities smile bitterly when they 
are prodded for alleged persecution of 
little concerns. In one industry this 
“persecution” is such that little con- 
cerns are springing up all over the country while big plants 
deliberately declass themselves. It is better to reduce out- 
put and thereby become small and enjoy the little pro- 
ducer’s price differential than it is to stay big and have to 
sell high. In this industry, there is now presented the 
comical spectacle of the big concerns plaintively begging the 
little ones to give them an even break. 


Free Prices and Controlled Production are gaining 
favor, particularly in those industries where large volume 
of output does not bring a reduction of unit costs. Con- 
trary to the popular notion, experience with code adminis- 
tration has brought out the fact that the small plant is 
often the most efficient producer. Give the little fellow an 
eficient marketing organization and he needs no more 
protection from the big fellow than a mosquito needs from 
an elephant. 


Bald Heads and gray hair do not necessarily denote 
conservatism, so I reflected as I sat in the Senate gallery 
the other day and marveled at hirsute scantiness voting 480 
million dollars of new taxes. Most of it of the social 
justice type—which means for spending rather than for 
paying. But don’t worry. The reformers have had their 
day before the galleries in the open Senate, but smart Pat 
Harrison and drawling Rob Doughton will have a nice time 
“trading” when the conferees meet, with Doughton demand- 
ing everything for the House tax bill and Harrison claiming 
nothing for the Senate’s. 


A “Tough Guy” (self-described) the President is, a 
close-up convinced me the other day. If the vacationist, 
back from the balmy Bahamas comes to grips with Congress 
over some of its infantile follies like the McLeod bill to 
turn the treasury over to the unpaid depositors of defunct 
banks my money is on him—to win the last battle. And 
that’s the one that counts, as Napoleon remarked when he 
pointed out that his British opponents had a way of losing 
all the battles except the last. 

(Please turn to page 54) 
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q “We want vaulting prices when we sell—but not when we 


buy.” 


The Boomerang of Rapidly 
Rising Prices 


Early Achievement of Much Sought 1926 
Level a Matter for Sober Second Thought 


By Joun D. C. WELDON 





OWN through the ages 
from the earliest origins of 
trade to the complex eco- 
nomic organization of today his- 
tory is dotted with the ruins of 






price-fixing ventures by business ST 

and government. With the excep- ene oe ae 
tion of a very few commodities oo 
inherently suited to monopolistic 


control because of scarce supply, sole 7 
such efforts invariably have broken 
down under the weight of com- 


DISPARITIES IN PRICE 
95-——— TRENDS 


—t— BUILDING MATERIALS —}— 
| | | | 





ucts 


ea tsene 
] 





~ 
1S) 


petitive forces beyond control. 


Yet today the United States $ | 
Government and American busi- x 70 a 
ness are optimistically engaged in z | 
the most gigantic experiment in 65 





CUEL AND 
— LIGHTING 


Taking the longer view, one 
can rely with assurance upon the 
probability that economic and poli- 
tical experience will repeat itself. 
| | In every recovery the illusion of 
hopeless over-production wanes 

| NI m % and ultimately vanishes—and men 
et poate — | — turn confidently again to produc- 
rl ail tion of the durable national wealth 
| in greater abundance than before. 
And in the recovery cycle artificial 
control becomes increasingly dis- 
tasteful to business and to the pub- 
lic; and official enforcement be- 
| a comes increasingly difficult. At 
| | the present time these modifying 
| forces are beginning to be appar- 
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lam” and with some vital questions 





purpose and administration. Neces- 
sarily, effort turns increasingly to 
enforcement—the rock on which countless control schemes 
have foundered. In this huge, cumbersome, complex and 
groping undertaking we have—as one liberal commentator 
aptly puts it—the Economy of Bedlam. 





The Old Illusion 


The philosophy behind it is plain. It is the obsession 
of overproduction, common to every major depression— 
the illusion that we have too much of almost everything. 
Hence arises the thought that if we would recapture pros- 
perity we must turn to a price economy. We must pro- 
duce less and charge more for it. This is the antithesis 
of the philosophy of volume production, at low unit cost, 
on which this country developed the highest level of real 
wages in the world. 
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as to the reflection of present poli- 
cies in business and in the national 
purchasing power over the next six months. It may be, 
as one chieftain of industry asserts, that the tide of 
cyclical recovery is strong enough to prevail over govern- 
mental influences, but certainly the Government's 
manifold planning—and particularly its leadership or 
acquiescence in artificial manipulation of the price mechan- 
ism-——is capable either of accelerating or retarding endur- 
ing recovery. 


Opposing Policies 


What we all desire is a recovery of the national pur- 
chasing power, with which to purchase a normal volume 
of goods and especially of durable goods. Some policies 
of the Administration have tended to expand purchasing 
powers. Other policies have tended to contract it. 
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On the side of stimulation must be placed the monetary 
policy, involving departure from the gold standard and 
revaluation of the dollar. This, plus a revived confidence 
in the vigor of government, without doubt turned the tide 
of deflation in this country and reversed the downward 
spiral of production and of purchasing power. The next 
most important stimulant is direct emergency spending. 
With private credit expansion at a standstill for a variety 
of reasons, the Government has borrowed bank deposits 
and put the money into circulation. Whatever the longer 
term implications in relation to the Federal credit or a 
further drift into a collectivist economy, such spending 
expands current purchasing power. On the other hand, 
restrictive reforms applied to the new capital market and 
the security exchanges are retarding influences beyond 


doubt. 
Recent Price Movement 


In regard to the price policy and N R A, generalization 
is less easy, but it is significant that these today are com- 
ing in for increasing public discussion, whereas dollar 
revaluation and the emergency spending program are 
factors developed and accepted. The first phase of price 
recovery, with raw materials—including farm products— 
advancing relatively more than finished goods was accepted 
as highly desirable, especially since it started from an 
acutely depressed level. 

The price movement of recent months, however, is not 
without some seriously disquieting aspects. Indeed, since 
last July finished goods have tended to advance faster than 
the much more depressed raw materials, including farm 
products. The chief reason for this advance is N R A. 

To the extent that shorter N R A hours and higher 
wages have increased labor income, there is a gain in pur- 
chasing power. But to the extent that the rise in prices 
outruns this gain, there is a net loss in the aggregate 
national purchasing power. Part of the resultant price 
rise can fairly be charged to higher labor costs. Part 
represents nothing more or less than the human urge of 
business to take advantage of the machinery provided by 
the codes for the fixing of profitable prices. The border 
line between necessary advance and arbitrary mark-up is 
difficult for anyone, including the Gov- 
ernment, to see. 

But there can be slight question that, 
whatever the reasons and whatever 
their validity, prices of manufactured 
goods for some months have been 
tending and are now tending to ad- 
vance much faster than consumer pur- 
chasing power. A recent survey, for 
example, shows that wholesale prices of 
department store goods have risen an 
average of 40 per cent from the depres- 
sion low. The full effect of this rise 
wul be felt in retail prices this spring 
and summer, and meanwhile wholesale 
prices of manufactured goods continue 
to advance. 

Can the consuming public meet this 
increased bill? If it can not, no amount 
of Washington planning can make it 
buy, and if it doesn’t buy in normal 
unit volume business inevitably will re- 
cede. Unfortunately, there is no way 
of calculating the current national pur- 
chasing power from month to month. 
Last year, a year of recovery, the na- 
tional income produced was 39.8 billion 
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Henry Ford 


“When Prices go up, 
Business goes down” 


dollars, according to the National Industrial Conference 
Board, a gain of 3.9 per cent over 1932. But this is not 
the same thing as current purchasing power. Including 
Federal disbursement of borrowed capital funds, the 1933 
income paid out must have been substantially greater than 
income produced. Moreover, both income produced and 
distributed during the initial months of 1934 has been 
running above the average of 1933. 

Yet it is quite certain that the increase in spendable 
national income from all sources has not amounted by 
any means to 40 per cent since March, 1934. It is certain 
also that it will not have recorded such a gain by summer. 
How then can a forty per cent rise in prices of finished 
goods be absorbed? The writer does not profess to know. 

As to one important economic class—the farmer—it is 
quite easy to measure the current trend of purchasing 
power, for this is merely the ratio of what the farmer gets 
for his products to what he pays for his purchases. In this 
country some 30,000,000 individuals live on farms and 
much more than half of the total population is engaged 
directly or indirectly in rural pursuits. Their economic 
influence is considerable; their political influence still more 
considerable. If N R A were put to a vote today the 
farm population probably would have plenty to say. 


Plight of the Farmer 


Why? Well, the farmers may not know just exactly 
why—but there is one thing they know and that is that 
their purchasing power has tended to decline since last July. 
The fact is that it has declined approximately 10 per cent 
since then. Farm prices are at 76 per cent of the “normal” 
pre-war level. The price the farmer pays for his goods at 
the county seat is at approximately 120 per cent of the 
pre-war level. It has advanced substantially since last July 
and, in fact, is at a new high of recovery today. Further- 
more, it is going still higher, for price advances just an- 
nounced in a variety of products—including steel, coal and 
automobiles—have not yet had time to find full reflection 
in the average price statistics. 

As recently advanced on the plea of higher labor costs, 
the price of finished steel is now only some 5 per cent 
under the average of 1929. Steel prices were never de- 
pressed in proportion to the general 
price decline. It was volume that was 
depressed. The way to permanently 
revived volume can hardly be that of a 
further widening of price disparity. 

In the still more depressed building 
industry prices are out-running both 
the average commodity recovery and 
the national income recovery. In- 
evitably, this tends and will further 
tend to retard a normal revival of con- 
struction and of repairs and moderniz- 
ing alterations. And what is to be said 
for coal, which is so fearful of its eco- 
nomic position—at least in the bitu- 
minous industry—as to be clamoring 
for an “equalizing tax” on natural gas? 
Fuels are 60 per cent above the 1913 
level. It is estimated that recent wage 
adjustments will increase mining costs 
in the bituminous fields of Illinois by 
12 per cent; in Pennsylvania by 59 per 
cent; in West Virginia by 88 per cent 
and so forth. That is temporarily fine 
for the miners, but what about the con- 
suming public? If it can’t pay the 

(Please turn to page 49) 
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Cotton Comes Under Enforced 
Control 


Restriction of Output by Heavy Taxation at the Gin 
May Temporarily Raise Price; But It Will Also Raise 


Foreign Competition for Our Greatest Export Commodity 


By C. 8. Burton 





6% HAT do you say to cot- 
ton?” A question familiar 
to those whose interests lie 

with the staple, as familiar as a request” 

to pass the bread. “What do you say 
to cotton?” With new, unheard of 
factors pushing aside the accustomed 
problems of crop conditions, weevil in- 
festation, and other like old fashioned 
questions; with the law of supply and 
demand backed into a neutral corner, 
groggy and gasping, hoping for the 
bell, “What do you say to cotton?” 

If we are to try to have something to 








the bales of cotton that made our Sunny 
South the home of the only aristocracy 
our country ever had. We became so 
impressed with the importance of cot- 
ton and our domination of the supply 
that we became “one crop” farmers. 
Landowners insisted every tillable acre 
grow cotton only. We forgot that, 
long before our Civil War, England 
had sent cotton seed into every country 
where cotton could possibly be grown 
in an effort to make Lancashire at least 
in part independent of our production. 
And now we have taken our cotton 








say to cotton, we must first get our 
bearings. We know in a general way 
that the uses of cotton are almost innumerable; we may not 
even attempt an enumeration here. It is the sinew of the 
tire on your car; the shad or the mackerel you had for din- 
ner came to you from salt water by line or net made of 
cotton; you sit under the shade of a cotton awning; it covers 
the deck of the steamer on which you cruise; it masquerades 
as rayon and celanese. In wartime, it is the first necessity 
of the powder makers. Modern industry could not go on 
without cotton any more than without lubricants. Year in 
and year out the world uses about 25,000,000 bales of cot- 
ton which run about 487 pounds of lint, net, and it should 
use two bales for every one it now consumes. The first 
estimates of the world crop for the 1933-34 season figure 
production at 25,000,000 bales and the world carryover at 
11,597,000 bales. 


Potential Demand Huge 


“What do you say to cotton?” Its use, apparently so 
universal, betrays upon a little examination a want, an un- 
fulfilled, ineffective demand rather than a burdensome pleni- 
tude. The users of cotton do not begin to be generous with 
themselves. The world could use twice as many freshly 
laundered shirts as it does and still not be any too cleanly. 
In world trade, it is as important as wheat. It cannot be 
grown, as can the grain, in almost any latitude and its use 
is almost as universal as that of bread. 

“What do you say to cotton?” There is no story of 
trade and commerce more romantic than the coming of cot- 
ton into its own. Manchester rode to fame and fortune on 
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fields into political control in an effort 
to rid the world market of a temporari- 
ly unmarketable surplus. 

Last year we plowed up 10,399,331 acres of growing cot- 
ton, distributed benefit payments of $111,000,000, ad- 
vanced $48,000,000 on options held by planters and with 
some bank co-operation made loans on cottons running to 
$250,000,000. Today we are about to place an arbitary limi- 
tation upon the amount of cotton that may be ginned and 
sold except under an impossible and prohibitory tax, and we 
are about to tell every individual cotton grower how many 
bales of cotton he may produce up to the point where the 
tax goes into effect. 


Half the World’s Needs 


Cotton is not a purely domestic matter with us. We 
grow about half of the world’s needs—more than half rather 
than less—and we send abroad sometimes as much as 9,500,- 
000 bales in one year. A planned economy which impinges 
upon the rest of the world, which attempts to regulate the 
natural supply of a vital necessity is an economy packed 
with dynamic possibilities. For a very large part of our cot- 
ton growing states the export market is as necessary as food 
and shelter, in fact it has hitherto literally provided food 
and shelter for a good part of our cotton planters who, un- 
fortunately, have too long neglected the basic principle— 
the primary requirement of agriculture—adequate self-suf- 
ficiency. 

Our own annual consumption of cotton runs from 4,323,- 
000 bales (1910-11) to 6,880,000 bales (1926-27). If pro- 
duction is limited to 10,000,000 bales we will still have to 
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find users abroad for nearly half of the shortened crop. 
Buyers whom we cannot in reason expect to welcome our 
idea of artificial scarcity, and higher prices, forced upward 
by whatever plan of governmental economy may be used, 
are alert to encourage production in India and elsewhere 
where the fiber can be grown. 


At the Buyers’ Mercy 


The trouble which cotton growers are experiencing has 
to do with one of the phases of the law of supply and 
demand. Just so long as there is cotton in any appreciable 
quantity not in immediate demand, but offered without 
takers except at a sacrifice, just so long do we have a market 
that is at the buyers’ mercy. It is bootless to argue that the 
world actually needs every pound of cotton grown and 
growing as, in fact, it does. The planters are confronted 
by conditions not theories. The warehouses hold cotton 
which spinners will not buy and it is no consolation to talk 
of theories designed to translate mere need into effective 
buying power. 

The immediate problem as it is analyzed by our planners 
is how to absorb the existing market surplus and prevent 
any like future accumulation. 

The elaborate program upon which we have embarked to 
accomplish these ends is one of the most amazing events of 
history. Elaborate is quite the correct word. Regimenta- 
tion to the nth degree in Texas, of all places in the world, 
where an older generation resented even the smoke of a 
newcomer’s fire smirching the horizon ten miles away. 

To begin with, however, we should perhaps outline the 
position which is to be attacked and routed by our plan of 
artificial scarcity. First then as to production, if we go back 
to 1907 we find that out of the 27 years in only two have 
we failed to contribute ten million bales or more for the 
world’s need. The grand average for this period is 12,880,- 
000 bales, and we had four years when our total ran more 
than 15,000,000 bales. While we are thus counting bales 
we may note that in 1914 we picked just under 16,000,000 
bales from 35,615,000 acres; in 1921 we picked just under 
8,000,000 bales from 28,678,000 acres. The acreage de- 
cline was 19.45 per cent while the cotton picked was off 
practically 50 per cent. The real ruler of the cotton field is 
the weather. Something for economic planners to consider 
as they issue the projected permits to our planters. 

How far then has our production of cotton outrun con- 
sumption? Here, despite any desire to be nationally self- 
sufficient or to be independent of obligation to the rest of 
the world, we must take world figures into account. Dur- 
ing the 27 years from 1906-07 to 1932-3 we find the world 
used an annual average of 12,800,000 bales of American 
cotton. It would seem that cotton ought to be in almost 
ideal balance. 

Nevertheless there is the existing carryover and its more 
or less immediate disposition is engaging the attention of 
the cotton world from Indian peasants to our No. 1 plan- 
ners, Secretary Wallace and his assistant, Dr. Tugwell. 

The present over- 
supply of cotton be- 


tions in the late season. It totaled 16,877,000 bales, and 
the world carryover equalled an average crop of American 
cotton. The current carryover is 11,597,000 bales. The 
why of this condition must be looked for in the inability 
of the countries where spinners would use our cotton to 
sell us other gords and with the proceeds buy cotton. 

The point of all this is that quite alone, with other cot- 
ton growing countries eager to possess a larger share of the 
market, we are now to undertake to rectify this world con- 
dition by drastic curtailment of output. 

The Bankhead bill is reported as completed, ready for its 
formal passage by both houses of Congress and the Presi- 
dent’s signature. The bill does not supplant or obviate the 
voluntary allotment plan. It proposes to limit production 
to 10,000,000 bales for the current 1933-34 crop year, by 
issuing to each individual planter an exemption certificate 
setting out the amount of cotton which he may gin and sell. 
Additional cotton grown may be ginned and stored, but 
when sold it must carry a bale tag showing payment of a 
tax equivalent to one-half of the existing market for spot 
cotton or in any event a minimum of 5 cents a pound. It is 
apparently considered by the sponsors of the bill that there 
is saving grace in making the measure effective for only one 
year, with power given to the President to carry it along 
another year in his discretion. 


Losing a Market 


We must all know that is a great deal easier to lose a 
market than it is to win it back, once lost. Argentine cot- 
ton planters are advised to take added pains with their crop; 
India is in a bit of a snarl; Japan is her best customer for 
raw cotton. Japan began to sell cotton goods in India be- 
low any price that native mills or Lancashire could meet. 
India put a 75 per cent tariff on Japanese cotton goods. 
Japan retaliated with a boycott on Indian raw cotton and 
became a greatly enlarged user of American cotton. In 
world trade one is enabled to sell only as one is a buyer. 
World trade is the original game of “put and take.” “What 
do you say to cotton?” 

We are not here interested in the method of administra- 
tion, the penalties for the non-use or misuse of bale tags 
nor the possibilities in the way of bootleg cotton. What is 
of interest is the degree of encouragement held out to for- 
eign planters. 

How eager are foreign producers to expand acreage, take 
added pains with seed, fertilizer and cultivation in the hope 
of wresting from America her domination of raw cotton? 
What grounds have they for the hope that whatever control 
America abandons they may seize and hold? 

Acreages become important. Our own can vary all the 
way from 30 million to 45 million. The present program 
calls for a reduction to 25,000,000 acres. India’s cotton 
fields vary year to year, all the way from 18 million to 28 
million plus. Egypt’s Nile Valley is circumscribed and va- 
riations in its planted area are comparatively neglible. What 
growth we have in Arizona of long staple cotton which 
classes with Egyptian 
is specifically exempt- 
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tion below will help 


Carryover in 1,000 Bales and Percentages 


American Cotton 


ed from the provisions 
of the Bankhead bill. 
We may well be pre- 
pared to see some ex- 
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Germany On the Spot 


Cycle of Debt Repudiation Nears Completion As 
Gold Holdings Shrink and Foreign Trade Declines 


By H. M. Tremaine 





ERMANY is again 
the economic storm 
center of Europe ater 
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ing advantage. For some 
time she has been more 
generous with her ex- 





Her gold reserve, now at 
the lowest point in the his- ‘ 
tory of the Reich, and the aad 
deficit in foreign exchange 
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change mite toward some 
countries than others, the 
others being notably the 
United States. Now, more 
than ever, Germany will 
buy as much as possible 
from the countries which 
buy generously from her, 
and as little as possible 
from others. Wherever 
there is balanced exchange 
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are assembling in Ber- 
lin, ostensibly to confer 
regarding the situation, but really to be told what they are 
to get in the future, if anything. ; 

It is expected that Dr. Hjalmar Schacht, president of the 
Reichsbank, will tell the long-faced creditors that for some 
time to come there will be a complete transfer moratorium, 
including even the hitherto exempted Dawes and Young 
plans loans. Cessation of transfers means, rudely, that Ger- 
many will pay only in marks, which is equivalent to saying 
that she will pay only for delivery in Germany. To col- 
lect his debts a creditor of Germany is to be obliged to 
move to Germany or leave the proceeds there. Hitherto, 
since the situation became tight, Germany has been trans- 
ferring 30 per cent of obligations—leaving the remaining 
76 per cent in “blocked marks.” ; 

The end of transfers may be a sad affair for the United 
States, England, Holland and other creditor countries, but 
it may not be especially dismal for Germany. Indeed, it 
may be an advantage to her. Repudiation of an insupport- 
able obligation usually brings a feeling of relief, as well as 
real relief, to a debtor, whether man or nation. If a debtor 
nation lacks both gold and foreign credits it simply can’t 
pay across international lines. There is no doubt that Ger- 
many now finds herself in an approximation of that situa- 
tion. 

With virtually no foreign investments, Germany is de~« 
pendent for foreign exchange entirely upon the excess of 
commodity exports over imports and some invisible favor- 
able balances of small amount. Quite aside from the aspira- 
tions of autarchy, Germany has been compelled to strain 
every nerve to increase her exports and decrease her im 
ports. Some months ago she shut down on raw materials 
until June, and foreign manufactured articles are imported 
only: to an irreducible minimum. 

Far from being embarrassed or ashamed, Germany re- 
gards the exchange situation as another economic bargain- 
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try there is no outflow of 
valuta (gold or its inter- 
national equivalent), wherever the balance is in favor of 
Germany there is an inflow of valuta. Evidently, the thing 
to do is to get rid of the adverse trade balances. One way 
to do that is to eliminate trade with countries which pro- 
duce no valuta for Germany. The new “grossraumwirt- 
schaft”, or regional economy policy, seeks to divert imports 
from overseas to neighboring countries in Europe, which 
buy heavily from Germany. 

It will soon be put up to the United States to buy more 
heavily from Germany or postpone indefinitely any settle- 
ment of private debts through cash or exchange transfer. 
This is the old German game again. Just as formerly 
American investors put up the cash for Germany’s repara- 
tion and other foreign payments, so now the American 
buyer is expected to produce the means of paying Ger- 
many’s American creditors. The present creditors paid 
France and England and the rest of the Allies so long as 
reparations were observed. Now they, in turn, will get 
payment only as some more American money finds its way 
to Germany. And the German position is a difficult one to 
controvert, for it is axiomatic that it takes cash to pay debts 
in cash, and if the creditor cannot accept the German 
variety of cash—paper marks—it is most unfortunate. Ger- 
many maneuvered the United States into financing her 
political debts to England and France, and now she may 
maneuver our consumers into paying her American debtors. 

Repudiation is now in good standing the world over. 
Reducing the debt burden has become the fashion: the 
method unimportant. Paying debts is considered evidence 
of moronic understanding of economics. The Allies are 
through with their political debts to the United States, our 
own Government has repudiated a promise of a hundred 
years standing to redeem its currency and pay its bonds in 
gold—and is now settling at 60 cents on the dollar. Those 
French corporations which are paying the interest and prin- 





THE MAGAZINE OF WALL STREET 








ma ew. 


[| —as oO OF 








Iron and steel figures tell 





cipal of bonds due to 





American investors in we 


gold or its equivalent are s0oH 
considered both anomal- 
ous and foolish. Why a 
French corporation should 
pay in gold when its gov- 
ernment will not pay in 






700 


—— GOLD RESERVES —— 
——— OF REICHSBANK ~~ 


tale of increasing output 
and domestic consumption. 
During 1933 home con- 
sumption of coal increased, 
- electric power production 
bounded sharply upward, 
freight trafic increased; 
employment was increased 
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by 1,300,000 and the 
number of the unem- 
ployed was reduced by 
2,000,000, but the aver- 
age income of the work- 
ing classes as a whole de- 
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(domiciling most of the 
non-American creditors) 
having the balance of trade with Germany against them, can, 
if they wish, enforce their own terms on Germany and make 
her pay them in full. The United States, with no seizable 
Teutonic collateral, is helpless, there are no German bal- 
ances here to be impounded. It is, however, suavely—as 
suavely as can be by Hitler—pointed out that it is quite pos- 
sible for American creditors to pay themselves off by buy- 
ing themselves out of credit. Thus we stand to be clubbed 
into taking our credits out in goods or leaving them safely 
frozen in Deutschland. While our credits abroad are put- 
ting us out of the export business, Germany purposes to 
go a step further and use them to put her into a profitable 
export trade with us. 

It by no means follows that Germany's acute lack of 
internationally acceptable cash and exchange portends a 
debacle. So long as she can obtain the necessary foreign 
raw materials she can get along. Now she contemplates a 
governmental unification of foreign trade, confining imports 
to countries that buy German goods. But if all her gold 
runs out, and exports do not suffice to pay for imports, 
there will be grave days ahead. Rising prices of raw ma- 
terials make that a possibility. So long as raw products 
were at the bottom Germany could work out an export 
surplus, largely of manufactures, but the situation is dif- 
ferent now. Measured by physical volume Germany’s ex- 
ports fell off 5 per cent in 1933 while imports remained 
stationary. Measured 
in marks, exports 
fell off 15 per cent 
and imports only 10. 
Measuring also in 
marks, it is found that 
the favorable balance 
of more than a billion 
marks in 1932 fell to 
only 200,000,000 in 
1933. 

When a country’s 
policy makes toward 
self -containment, 
however, decline in 
foreign trade is not 
a dependable index of 
its economic condi- 
tion, unless it be as- 
sumed that the policy 
is inevitably a destruc- 
tive one. Statistics of 
German _ domestic 
trade certainly estab- 
lish a presumption of 
improving _ business. 
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main excessively high, and 
the working classes are in 
virtual servile regimentation. While there is undoubtedly 
real improvement it rests la. zely upon governmental man- 
agement of economics, and it remains to be seen how suc- 
cessful this “unified economic policy” will be in the future. 
t is apparently tending to put more emphasis on govern- 
mental direction of forcign trade than hitherto. It is of 
great concern to the United States, for if it succeeds it 
means that the world will be nearer to a fully state con- 
trolled international trade——a status that may compel some 
profound changes in the management of our foreign trade. 

Future developments in Germany will be considerably 
affected by the world trend, which is now toward recovery, 
but they may also be adversely effected by the country’: 
political policy. Hitler appears to have alienated Russia 
which has been accompanied by a turning of that supreme 
example of unified economic control to the United States 
and France, thus depriving Germany of much of a trade 
in which she has led. The economic boycott which is being 
applied to Germany in retaliation for Hitler’s racial bigotry 
is beginning to be effective. While it is true that the United 
States increased its imports from Germany by 6.2 per cent 
in 1933, imports from Europe as a wh ‘< gained 18.8 per 
cent and from the United Kingdom no tess than 49 per cent. 
No doubt the fact that the United States and the United 
Kingdom are both on depreciated currency at adjacent 
levels has something to do with the bulge in imports from 
Britain, but there is 
no comparable ex- 
planation of the gain 
of 38 per cent from 
gold-ribbed Holland 
or even of the 11.1 
per cent gain in the 
import trade with 
France, still wedded 
to the golden franc. 
Neither does the re- 
duction of German 
imports from Amer- 
ica explain the differ- 
ence, for none of the 
countries mentioned 
imported fromthe 
United States on a 
scale comparable to 
the gain in imports 
from them. Compar- 
ing France with Ger- 
many, both being on 
the gold standard of 

(Please turn to 
page 50) 
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Where Does Income 


o? 


A Graphic Study of Labor’s and Capi- 
tal’s Share During Boom and Depression 


By Laurence STERN 
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terpreted by New 
Deal experts to 
prove conclusively 
that the Old Deal 
was a Raw Deal— 
that capital's re- 
ward was exhorbi- 
tant, that of labor 
inadequate. They 
can be interpreted, 
moreover, to show 
that in depression 
the burden fell 
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only 43.4 per cent 
of the 1929 level, 
while interest pay- 
ments were 96.8 
per cent of 1929. 
How else should it 
be? The bond in- 
vestor accepts a 
limited income in 
prosperity with the 
hope that the same 
income will be as- 
sured in depres- 
sion. 

Leaving interest 
out of the reckon- 
ing, we find that 
1932 dividends at 
43.4 per cent of 
1929, 1932 rents 
and royalties at 














most heavily on 
wage incomes and 
least heavily on incomes of the property-owning class. 

A quite different interpretation is had, however, when 
the facts are examined without emotion or bias. Following 
more than a year of intensive research by the Department 
of Commerce and the National Bureau of Economic Re- 
search, in response to a Senate resolution, comprehensive 
figures have recently been issued covering distribution of 
national income for the years 1929-1932. 

In this study distinction is rightly made between na- 
tional income “paid out” and national income “produced.” 
The significant fact is that 1929 was the last year in which 
income produced exceeded income paid out, the margin 
being slightly less than 2 billion dollars. But in the years 
1930, 1931 and 1932 our economic system paid out a total 
of some 24 billion dollars more than was produced. Obviously 
this could only be done out of the conserved surpluses of 
prior years. Obviously, also, first claim on the surplus earnings 
of the past belongs to bond- 


44.1 per cent of 
1929 and 1932 
“entrepreneurial withdrawals” at 59.2 per cent of 1929 
were all harder hit in depression than salaries and wages, 
which in 1932 totalled 59.8 per cent of 1929. 

The report shows that salaries held up better than wages 
This is undoubtedly true, although the evidence was taken 
from a selected group of industries, including mining, manu- 
facturing, construction, railroads and water transportation. 
Salaries in 1932 constituted 6.9 per cent of income paid 
out, against 7.1 per cent in 1929; but wages constituted 
only 14 per cent of income paid out, against 21.2 per 
cent in 1929. Here, too, the explanation is simple. Every 
enterprise has a certain number of salaried employees in key 
positions. From the employer’s point of view, their interest, 
in relation to the continuity and survival of the enterprise, 
necessarily comes ahead of that of wage workers in less 
responsible positions. 

Despite this contrast, it is interesting to observe that 

total wages and salaries in 





holders. 

It is to miss the point to 
read from this study that 
salaries and wages in 1932 
were only 59.8 per cent of 
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erty income was 69.5 pei Ratio of compensation 
cent of 1929. The latter of officers to: 
percentage is derived by Total Assets...... 0.9% 


lumping together dividends 
and interest, yet the fact is 
that dividends in 1932 were 
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1 percentage of income paid 
out have varied but little, 
amounting to 65.2 per cent 
in 1929, 64.5 in 1930, 64.8 
in 1931 and 64.5 in 1932. 
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As the graph accompany- 
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$1 Million $1 Million ; ; 
ing this article shows, 
labor’s percentage—that is, 
4.2% 0.3% salaries and wages — of 
5.1% 1.1% total income produced has 


tended to grow during 
(Please turn to page 48) 
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Co-ordination of I[ransportation 


Opens Way for Rail Comeback 


Larger Freight Trafic and Control of Competing Car- 
riers Should Have Marked Effect on Earning Power 


By Prerce H. Futon 


HAT is the present position of the railroads? What 
is the outlook for them? Is this the time to buy 
railroad stocks? These questions have been asked 

frequently of late. They are still being asked. 

There can be no doubt about the present position of the 
railroads compared with that of a year ago. In March, 
1933, traffic and earnings were at the low ebb for the de- 
pression period. The following month, improvement was 
noted which, with moderate dips, continued through the 
year. The actual improvement in earnings for those nine 
months has been on record for some little time. During the 
first three months of this year, there was rather more than 
a seasonal gain on the whole. A further increase in traffic 
is predicted for the current three months by the several re- 
ional advisory shippers’ boards. Most of the railway ex- 
cutives look for larger earnings within that time. 

In the main these expectations appear well justified. 
There are distinct indications of a still larger volume of 
trafic. Whether, however, the increase in earnings proves 
to be in proportion will depend in part on the outcome of 
present labor problems, notably that involving a continu- 
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ance, until the end of this year, as proposed by President 
Roosevelt, of the 10 per cent deduction in the pay of union- 
ized railroad labor. The present agreement expires June 
30. 

What Washington does regarding legislation for the 
railroads will be an important factor in their earnings. 
There are two things that Congress could and should do 
that would help mightily—place the motor buses and trucks, 
water carrier industry and airplanes under the supervision 
of the Interstate Commerce Commission and require co- 
ordination of the facilities of these newer transportation 
mediums with those of the railroads. It is with this latter 
proposition that this article will deal chiefly. Until it is put 
through, the position of the railroads will continue unstable 
to a rather disturbing degree, by reason of unjustifiable and 
largely unprofitable competition. If comprehensive co- 
ordination were made compulsory and effective, of course 
regulation of the now competing mediums would come auto- 
matically. 

Before taking up the question of co-ordination in greater 
detail, it will be well to outline a little more fully the im- 
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March. This will be not- 
ably true of New York 
Central, for instance. Against a net loss of $759,395 for 
January and of $1,788,939 for February, it is probable that 
the net income for March was in the neighborhood of $700,- 
000. 

When will the railroads that have cut off their dividends 
altogether in the last two years or more—all but a very few 
have—be able to resume payments, even in a small way, or 
to increase the rate on common shares, where it was only 
reduced, as in the case of Union Pacific and Chesapeake & 
Ohio, for illustration? These questions are being asked by 
hundreds of thousands of small owners of railroad stocks. 
At recently held annual meetings of stockholders of several 
well-known railroads, the presiding officer was asked, 
bluntly in some instances, when dividend payments migh: 
be expected again. 

Charles Donnelly, president of Northern Pacific, told a 
woman stockholder who asked this question that he would 
not be frank if he attempted to give assurance that pay- 
ments would start during this year. Charles E. Denney, 
president of the Erie, suggested to an inquiring stockholder, 
that dividends could not be resumed by that company on 
either class of preferred shares until government loans were 
repaid. 

These railway executives, and others, furnished consider- 
able concrete encouragement by informing their stockhold- 
ers that for the past three months of this year there had 
been pronounced improvement in earnings over the corre- 
sponding period of last year. For instance, A. J. County, 
vice-president of Pennsylvania, informed a woman stock- 
holder who wanted all the executive officers to forego their 
salaries for two years, in the belief that this would make it 
possible to pay a larger dividend than the 50-cent distribu- 
tion for this year and last, that for the first three months of 
this year there was available for dividends $4,600,000 
against “$660,000 less than nothing” for the corresponding 
period of 1933. He meant that for the latter period there 
was a deficit of $660,000 after providing for fixed charges, 
whereas for this year there was a net income of $4,600,000 
over that requirement. In other words, there was an im- 
provement of $5,260,000 in the first quarter of this year 
over the like period of last year. Mr. County incidentally 
told the stockholder also that cutting off executives’ salaries 
would yield 6 cents per share a year. 

The same day, Charles Donnelly, president of the North- 
ern Pacific, told his stockholders that net income for 1933 
was $303,978 against a net loss for 1932 of $1,991,406. 
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March would show an in- 
crease of about $1,000,000 over a year ago, making net 
operating income for the first quarter approximately $2,- 
559,000 above last year. At the same rate for the year, 
he added that net operating income would be over $10,000,- 
000 above last year or $2,000,000 more than the increase 
needed to meet fixed charges. 

Charles E. Denney, president of the Erie, estimated that 
operating revenues for first quarter of this year would be 
$3,205,557 over 1933, while net income was placed on 
$592,698 against a deficit of $1,677,792 in 1933. 

With such forecasts it would seem perfectly safe to say 
that if this is not the time to buy railroad stocks it is not 
the time to sell them. With the present labor controversy 
settled, a further improvement in traffic and earnings, and 
more particularly with co-ordination of the facilities ot 
other important transportation mediums, with those of the 
steam railroads, there would be every reason for buying 
the stocks of the latter. 

In this connection it might be well to look into the posi- 
tion and future of Northern Pacific, Great Northern, Erie 
and Bangor & Aroostook. With the record that they have 
made throughout the depression, Union Pacific, Atchison, 
Norfolk & Western and Chesapeake & Ohio should partici- 
pate particularly in whatever benefits may accrue to the 
railroads as a whole from any of the broad and favorable 
features of the railroad situation from now on. 

Co-ordination of the facilities of one railroad with those 
of another was undertaken rather feebly last year, as a part 
of the Emergency Railroad Act. The undertaking has not 
gone very far or accomplished very much, for several reas- 
ons. Naturally, putting the plan into effect would involve 
laying off considerable labor. As soon as President Roose- 
velt realized this fact, through Federal Co-ordinator Joseph 
B. Eastman, he virtually put the soft pedal on this kind of 
co-ordination by directing that labor should be disturbed as 
little as possible. 

Another difficulty in the way of inter-company co-ordi- 
nation on a large scale among the railroads, has been a jeal- 
ous pride to maintain the individuality of each property, 
particularly that of the larger roads and systems. It might 
be contended that the same difficulty would arise in con- 
nection with co-ordination of transportation facilities gen- 
erally. It would arise but should be overcome by the Gov- 
ernment making such co-ordination compulsory, and assum- 
ing supervision of all transportation mediums. 

Soon after the Emergency Railroad Act was passed and 
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co-ordination of railroad facilities alone were being actively 
discussed in railroad and shipping circles, a prominent rail- 
way executive, who had spent much time in Washington 
in regard to national railroad problems, told the writer, that, 
in his judgment, Mr. Eastman’s activities, for some time, 
with regard to this undertaking would, for the reasons al- 
ready mentioned, be limited largely to studies of the major 
situations and problems involved in this gigantic undertak- 
ing. 

This is precisely what has happened. While the three 
regional co-ordinating committees provided for in the Act, 
were promptly appointed, and have held some meetings and 
discussed many subjects, nothing big has been accomplished, 
nor will there be. The scheme is not logical and in various 
important respects not necessary. 

The Emergency Railroad Act called for a Federal Co- 
ordinator of Transportation and the three regional commit- 
tees. The President appointed Joseph B. Eastman, for many 
years an outstanding member of the I.C.C. to fill this posi- 
tion. He performs the arduous duties of that position and 
continues as a member of the Commission, under whose 
supervision he works. Not the slightest opposition was 
recorded by railway executives to the appointment of Mr. 
Eastman. On the contrary, they were unanimously of the 
opinion that he was, by all means, the best man for the job. 

It is well to note in passing that, whereas Mr. Eastman 
was regarded as a decided radical when he was appointed 
to the Commission some years ago, and for some time there- 
after, he is no longer so regarded by the leading railway 
executives, who have had the closest official relations with 
him. He still believes that government ownership is the 
ultimate solution of the railroad situation as a whole, but 
admitted in his first important report as Co-ordinator that 
this is not the time to embark on such a big undertaking. 
In every other important respect, Mr. Eastman approaches 
individual railroad problems from much the same angle as 
the executives. He knows their mistakes and is not slow to 
point them out, but in proposing remedies he realizes the 
difficulties involved in the efforts of the executives to put 
them into effect. 

Withal, Mr. Eastman is notably able and correspondingly 
honest. With this understanding of the man, a study of his 
ideas with respect to co-ordination of the facilities of all the 
other important transportation mediums of the country with 
those of the railroads can be followed more intelligently than 
otherwise, and should lead to increased confidence on the 
part of owners of railroad securities, present and prospec- 
tive, in the reasonableness and importance of such a com- 
prehensive undertaking. 

It may be noted in passing that, Mr. Eastman, in his first 
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report on the railroads as Co-ordinator, did not favor, for 
some time to come, a “grand consolidation plan” for all the 
railroads. He observed that “such a plan would precipitate 
a controversy in which many railroads, many communities, 
and labor would join with equal vigor, and from which it 
would be difficult to emerge.” 

In his second report as Federal Co-ordinator, Mr. East- 
man deals specifically with general co-ordination. Read 
carefully the following words from that report, in which he 
clearly and forcibly sets forth what the transportation situa- 
tion in this country should be: 

“The conclusion is reached that both the water lines and 
the motor trucks and buses should be brought under a 
greater degree of regulation; that the aim should be to ob- 
tain a well-knit national transportation system, with each 
form of transportation playing its appropriate part, with a 
minimum of waste and duplication; and that to achieve this 
end Federal regulation should be co-ordinated in the hands 
of the Interstate Commerce Commission.” 

Continuing, he said: “The enormous increase in trans- 
portation facilities in recent years has led to a bitter strug: 
gle for traffic, not only between the different forms of trans- 
portation, but in each group, and this struggle has been in- 
tensified by the depression. This situation imperils the 
financial stability of the national transportation system, 
threatens wages and working conditions, and creates a de- 
moralization in rates and charges, which, in the long run, is 
a menace to commerce and industry.” 

After portraying in considerable detail the demoralized 
and unprofitable situation existing in the motor truck in- 
dustry and the proportionally bad situation in the water 
carrier industry, Mr. Eastman gives the following as the 
only remedy, in his judgment, after a comprehensive study: 

“The conclusion is reached that the entire transportation 
industry, including the other agencies, as well as the rail 
roads, is in need of the guiding hand of government control, 
if a threatening chaos is to be transformed into order. The 
object of such control is not the protection of the rail- 
roads only, but the proper protection of every form of 
transportation. They will have their parts to play, for each 
of them can do certain things better than any other agency. 
The problem is to find their appropriate functions, protect 
them in the performance of such functions, prevent waste- 
ful duplication of service without eliminating such competi- 
tion as is economically sound. It is too much to expect that 
all of the present facilities of transportation in each group 
can survive, for there are many which are now without 
economic justification, but out of the present confusion and 
waste, a sound and well-co-ordinated system of transporta- 
tion can be built.” (Please turn to page 50) 
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Under proposed regulation, trucks would become rail feeders rather than competition 
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Public Utilities Under 


Fire 


Attacks for Political Purposes Threaten Inves- 


tors’ Interests in New York State and Elsewhere 


By Francis C. FULLERTON 


Wall Street investment bank 





T is always open season for 
political attack on the 
public utilities, but the big 

guns of politics roar loudest in 
election years. There are elec- 
tions to be held next autumn 
and politicians are thinking of 
votes. Some 20,000,000 resi- 
dences in this country use elec- 
tricity and more than half of 
the voters live in those resi- 
dences. 





How NEw York POLITICIANS 
PROTECT THE ELECTRICITY 
CONSUMER 

















ing business to a highly suc- 
cessful political career—have 
been adopted or are on the 
point of adoption. 

Among the most important 
of these laws, one enables the 
Public Service Commission to 
impose “temporary” rate re- 
ductions on the utilities to a 
level allowing them to earn 
not less than 5 per cent on the 
value of their properties “used 
B32 or useful” in the public ser- 
vice, less depreciation. An 





And so today Congressmen, ai 
Governors, state legislators, 
mayors, aldermen and a host 
of other paid servants of the CITY OF STATE OF 
NEW YORK NEW YORK 


people are busily denouncing 
the utilities, taxing them, par- 


THE [AMILY TAX BILL 





other enables municipalities to 
set up their own power plants 
Another enables existing muni- 


THE FAMILY ELECTRIC 
BILL IN NEW YORK STATE 








ing their revenues, investigat- 

ing them and further regulating them. And so today the 
investor in public utility securities feel more than ever that 
he is the real Forgotten Man. 

It appears to be a time-tried and entirely safe political 
formula. Moreover, attacking the other fellow—and espe- 
cially a mysterious public enemy such as the suppliers of 
essential electric and gas services—-is always an excellent 
political defense. Next to the promise of a hand-out from 
the United States Treasury, the surest political bet seems 
to be to promise the voters huge savings in their electric 
light bills. Thus office-seekers are not infreyuently known 
to promise to cut the domestic electricity bill by $500,000,- 
000—although that annual bill in its entirety is only some 
$650,000,000! 

From the politicians’ point of view, there is great advan- 
tage in this strategy. If the voter can be induced to focus 
his eyes on his electricity bill, perhaps he will think less of 
his tax bill! For all forms of government we spend some- 
thing like $15,000,000,000 a year in this country. A sav- 
ing of less than 5 per cent on this bill would more than pay 
Johnny Consumer's annual electricity bill—but the public 
servants never seem to get excited over this possibility. 

In New York State the utilities at the moment are com- 
ing in for an especially severe political drubbing. Acts ot 
doubtful propriety by a single legislator of previous small 
prominence have been sensationalized by the anti-utility 
forces and seized upon as “proof’—-somewhat illogically— 
that the “power trust” is an octopus of evil; in fact, Public 
Enemy No. 1. There is to be an investigation of this legis- 
lator by the Legislature. There is to be another investiga- 
tion of all New York State utilities-—a blanket fishing trip. 

Meanwhile, and more to the point, a series of restrictive 
laws fathered by Governor Lehman—who has the unique 
record of having stepped out of the decidedly unpopular 
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pal plants to extend their ser 
vices to adjacent territory. Another permits the Commission 
to make a utility pay the cost of being investigated. In all, 
twelve bills will become law—all punitive or restrictive in 
relation to existing private utilities. 

In the City of New York, Mayor La Guardia, not to be 
out-done, is out with vague promises to cut the public’s 
electricity bill. The city needing money, as usual, it has 
also occurred to him to revive last year’s “temporary” tax 
of 1/2 per cent on gross revenues of utilities operating in 
New York City. This would cost them something like 
$16,000,000 a year. Has anyone ever heard of a “tem- 
porary” rate reduction or tax that failed rather quickly to 
become permanent? 

The graph accompanying this article throws some 
thought-provoking light on the possible savings that can be 
effected in Johnny Consumer's cost of living in the State 
of New York and in the City of New York. It will be seen 
that in 1933 the average family in New York State paid 
approximately $32 for electricity, but paid some $66, or 
nearly three times as much, for the State’s government. In 
taxes to the City of New York the average family last year 
paid $269 or nearly seven times the average family elec- 
tricity bill. More than 60 per cent of the people of the 
state reside in New York City and pay both tax bills! If 
Jchnny Consumer’s electricity bill were cut by 25 per cent 
the $8 saved would pay less than one-eighth of his State 
tax and less than one-thirty-fourth of his city tax. 

It is also a fact-—and one about which politicians never 
make speeches—that electric rates have declined steadily 
since pre-war days, through inflation and deflation, and 
today are very substantially lower than they were in 1913. 
During the same period the cost of New York State gov- 
ernment soared to a 1930 high more than four times greater 

(Please turn to page 52) 
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Prospects Favor Continued Bond Strength 


ROM the extreme depths reached 

in the early summer of 1932, the 

bond market has now advanced 
44% —a rise, comparable only to the 
precipitous decline that preceded it. 
The market approaches record-breaking 
territory, a fact that is interesting in it- 
self quite apart from considerations as 
to whether new records actually will be 
chalked up or not. But before discus- 
sing the possibility of new records, let 
us establish first the relative height at 
which representative corporate bonds 
are currently selling. 

To do this, it is necessary to go back 
some little way. Life as we know it, 
particularly some of the more unfor- 
tunate economic aspects, appears to date 
from the War, so this will be taken as 
a starting point. A month or two prior 
to the declaration of war by the United 
States in April, 1917, the Dow, Jones 
Bond Averages (our own were not 
then in existence) stood around 96. 
Under the combined influence of big 
returns from the employment of 
funds in industry and unprecedented 
borrowings on the part of the Gov- 
ernment, interest rates rose steadily 
and the bond averages swooped 
downwards, reaching a low of 72 in 
1920. From there they rose, with 
but one major interruption, to a 
peak of 99 at the end of 1927. Both 
1928 and 1929 were years of de- 
clining bond prices. Following the 
crash in common stocks towards the 
end of the latter year there was a 
short-lived and unimpressive bull 
market in bonds as the Federal Re- 
serve did its best to stimulate busi- 
ness recovery by engineering condi- 
tions of cheap money. 

The attempt failed and in the 
middle of 1931 the averages jumped 
over a precipice which proved to 
have a bottom only at the 66 level. 
This was much lower than bonds 
had ever been during the time that 
the United States was at war and 
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Potentially Adverse Factors 
Are Not an Immediate Threat 


By J. S. WiLirams 


considerably lower even than the prices 
seen.in the very sharp depression of 
1920. At this point, the present bull 
market started and, so far, as has been 
stated, the averages have risen 44%, or 
to the 95 level. Another point or so 
and they will stand higher than the 
peak of 1917; less than three points and 
they will be higher than anything seen 
in 1930, while a further advance of 
five points would establish a new high 
record since the outbreak of the World 
War. 

The extreme cheapness of money is, 
of course, the main prop to the present 
bond market. At the same time, the 
business improvement which has _bet- 
tered the credit standing of many com- 
panies must be acknowledged to have 
had some effect upon prices. Going 
one step behind the current ease in 
money, one can say that it was the open 
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market operations of the Federal Re- 
serve banks that brought it about, and 
that these open market operations have 
been more than normally effective be- 
cause the Securities Act has very ef- 
ficiently damned up new financing. 

It is significant that last year corpora- 
tions raised less than $24,000,000 “new 
money” by means of long-term bonds, 
compared with $271,000,000 in 1932, 
$951,000,000 in 1931, $2,500,000,000 
in 1930 and $1,900,000,000 in 1929. 
For the first three months of this year, 
while new long-term corporate finan- 
cing had improved to the extent that it 
was running at the annual rate of $36,- 
000,000, this is still pitifully small com- 
pared with the recent past. Not even 
tremendous borrowings on the part of 
the Federal Government and a good 
volume of state and municipal issues 
has served to offset the dearth of cor- 

porate financing and, as a result, 

capital has piled up, and continues 
to pile up, with nowhere to go ex- 
cept into existing issues. 

That the influences making for 
higher bond prices are currently in 
the saddle may be realized from the 
fact that news of further currency 
tinkerings (silver) with a view to 
making commodity prices go up 
faster, further, or differently, than 
they have been doing, finds almost 
no reflection in the bond market. 
Government obligations which, it 
might have been thought, would be 
most sensitive to such adverse de- 
velopments, are among the strongest 
of all groups. Recent conversion of- 
fers have been quite successful and 
it would occasion no surprise should 
the remaining Fourth Liberties be 
called, or refunded, with further 
savings to the Government in inter- 
est charges. 

It seems that there are but four 
factors that could reverse the present 
trend of the bond market. The first 

( Please turn to page 48) 
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HE Macazine oF WALL Street's Bond Ap- by the tabular matter or by the comment. For those he 
praisals of active and important bonds is pre’ — who desire to employ their funds in fixed income-bear- f 
sented in two parts. The sections alternate with ing securities we have “double starred” the issues i 
appropriate alterations and additions, so that holders | which appear to us most desirable, safety of principal . 
and prospective buyers of bonds may be constantly in- being the predominant consideration: while a single 
formed as to the effect of developments in the largest __ star ‘designates those which, while somewhat lower in 
number of issues. quality, nevertheless provide an attractive income, or I 
Naturally, it is understood that all the issues men- offer possibilities of price enhancement. ' 
tioned do not constitute recommendations, although Inquiries concerning bonds should be directed to our ; 
the relative merit of each is clearly indicated either Personal Service Department. 
Railroads 
oa Total Amount Fixed Charges 
funded of _ times earned t Price 
Company debt issu A Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Atlantic Coast Line R. R. n 
a ee 51 = | * NC 97 4.2 Road did much better last"year. Bond is a 
strong one. 
Gen. Unif. “A’’ 415s, 1964. 153 34 a 5 NC 90 5.2 Junior to issue above. 
*A. C. L. R. R. Louisville & Nashville Coll. 
cos eae eee 153 35 A! ef 105 84 5.4 Secured by 596,700 shares L. & N.R. R. 
currently worth $60 a share. 
Central R. R. of N. J. Gen. 5s, 1987......... 56 50 7 6 NC 106 4.7 Good bond, tho represents large proportion 
of total debt. 
ae: ~ North Western Ry. 
oasis bog sss bk oye bww ee 428 141 .3 .6 NC 87 5.8 Medium grade. 
1st & Ty 414s, 2037. Rae ea Salsa 428 79 3 .6 NC 59 7.6 Junior to issue above. 
Conv. 434s, 1949. : NEAT 8 72 y .6 105 ’34* 52 11.6 Unsecured. Speculative. 
Secured 61s, 3.1. 36 hee e 28 15 .3 .6 NC 95 9.3 Secured $18,000,000 Gen. 5s 
Milwaukee, Sparta & N. W. ist 4s, 47. 428 15 3 6 NC 74 7.1 {Outstanding at a high rate per mile. Second 
___St. Louis, Peoria & N. W. 1st 5s, ’48. 428 10 3 6 NC 81 7.2 grade. 
Denver & Rio Grande Western R. R. 
Se od, re 119 24 .5 .6 1021,* 47 10.8 Prior liens total some $71,000,000. | 
I go ko x maw baie sich ak ae 30 5 6 105 25 .... Interest due Feb. 1 unpaid. Proposing post- i 
ponement. 
Rio Grande Western Ry. Ast 4s, 7.1.39.... 119 15 .6 6 NC 91 5.9 Undisturbed 1923/24 reorganization, but | 
now not over strong. | 
Denver & Rio Grande Ist 4s, 1.1.36. 19 42 5 .6 NC 58 .... Speculative. 
Rio Grande Western Ry. 1st Cons. 4s, 18949. 119 16 5 .6 100 66 7.9 Also borders on the speculative. 
Great Northern Ry. 
ie ee. “AY Bion, BOS... .....5.05. 356 72 | 8 105 ’41 97 4.7 Prior liens total $103,000,000. Good grade. 
Gen. “A? 9s,9A36..............-- 356 218 .3 .8 NC 99 7.5 Junior to issue above. 
Eastern Ry. Minn. Nor. Div. 1st 4s, 48. 356 10 8 8 105 98 4.2 Better grade bond. 
Montana Central 1st 6s, 7.1.37. 56 10 8 .8 NC 101 5.6 Reasonably strong. 
St. Paul, Minn. & Man. Cons. (now ‘1st) 
extd. 5s, . See eee 356 41 8 8 10214 * 105 4.3 Better grade. 
do Montana Ext. 1st 4s, 6.1.27. 356 22 38 .8 NC 100 6.0 Sound issue. 
do Pacific Ext. 1st stg. 4s, 1840... 356 £6 .3 .8 NC 9. ots .... Good bond. 
New York, Chicago & St. Louis R. R. 
1st 4s, 10 1.87. tutes xouwa 161 17 5 | NC 100 4.0 Good grade. 
Ref. on 4\%s, 1978. aes | 99 5 S| 102 70 6.6 Junior to issue above and prior liens thereto. | 
Notes 6s, 10.1.35. 161 15 5 9 100 78 ....  Umsecured and speculative. | 
Reading Co. 
**Gen. & Ref. “A” 415s, 1997.............. 136 74 1.4 17 105 101 4.5 Better grade bond, tho represents large pro- 
portion of total debt. 
Jersey Central Coll. 4s, 1951..... 136 21 1.4 a7 105 96 Collateral is valuable. Good bond. 
Southern Ry. Co. 
ist Cons. 5s, 1994. ite seesie . SE 92 a: 9 NC 102 4.9 Fairly sound bond. 
Dev. & Gen. 4s, 1956. Sr Eceels cs ic aml 294 154 8 * NC 72 6.4 Junior to issue above. 
*St. Louis Div. ist 4s, “PGR esis angie 294 12 .3 9 NC 84 5.4 Reasonably good bond. 
East Tenn., Va. & Ga. 1st 5s, 1956. 284 13 3 9 NC 104 4.7 Mileage is important. Good caliber. 
New Orleans Terminal 1st 4s, 1953. : 14 3 .9 NC 84 5.4 Fair grade. 
____Atlanta & Char. Air Line 1st 5s, 1944...... 20 38 .9 NC 104 4.5 Good, sound investment. 
Texas & Pacific Rly. 
First Cons. Ss, 2000. Er oeee he Raeene 85 25 1.0 1.0 NC 106 4.7 Well secured. 
Gen. & Ref. “‘C’’ Es, 1879..... 85 49 1.0 1.0 105 ’39* 85 6.0 Junior to issue above. 
** Washington Terminal 1st 3}: $8, 1945. 12 ais NS NC 97 3. Guaranteed B. & O. etc. High grade. 
Public Utilitie 
Am. Gas & Electric Deb. 5s, 2028........... 195 50 1.9 a. 106* 90 5.6 Among the best of holding company issues. 
Carolina Power & Lt. ist & Ref. 5s,’56...... 6 39 1.4 1.4 105* 74 7.4 Fair caliber. Rates drifting lower. 
Central Illinois Public Service 1st & Ref. (now 
he a OS Sea 56 1.6 1.2 105* 64 7.4 Earnings lower. Bond is of fair quality only. 
Cleveland — Illuminating Co. 
a oc oa nea ssn ee,b0 wae 0-6 40 30 3.9 3.4 102* 107 3.5 Of the highest grade. 
Gen. “A” = Re 40 22 3.9 3.4 105 110 4.2 Junior to issue above, tho still strong. 
Cons. Gas, El. Lt. = _" of Baltimore 
General 4}4s, 2.14.86................... 64 15 8.1 2.9 NC 103 1.5 Of the highest grade. 
** ist Ref. 4s, ‘esi a ea eee re 64 41 3.1 2.9 105* 103 3.9 Junior to issue above, but still ne _—- 
Safe Harbor Water Pr. 1st 414s,1979..... 21 21 ae ae 105* 104 4.3 Con. Gas guarantees. Strong 
Consumers Power 
eS EO | esse seeecoerce 92 33 3.0 2.5 105 105 2.4 Of the highest grade. 
a ee eee 92 67 3.0 2.5 105* 104 4.2 Junior to issue above, but still high grade. 
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Public Utilities (Continued) 
ee eae tas 7 ; Total Amount Fixed Charges 
funded of this times earnedt Price 
Comp: ny debt _issue = Yield to COMMENT 
ee eS ee (mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Detroit City Gas 1st “B’’ 5s, 1950.......... 31 31 2.1 105* 89 6.1 Of reasonably good grade, despite recent 
troubles with city authorities. 
Florida Power & Light 
ist + = i Ee TES RET ee 74 52 1.3 4.4 104* 69 8.2 Small margin over charges. Second grade. 
ce | See ear 74 22 1.3 5 A ee sales otis All owned by Am. Power & Lt. 
Illinois Ball _ 1st & Ref. &s, 1956.. 49 49 4.2 4.5 105* 110 4.3 High grade investment. 
Koppers Gas & Coke Deb. &\s, 1950....... 41 41 1.9 ; 1034 98 5.7 Good bond. 
Nevada-Cal. El. ist Tr. 5s, 1966............ 31 28 1.2 1.2 10214* 17 7.7 Represents large proportion of total] debt. 
*x*New England Tel. & Tel. 1st “B’’ 414s, ’61.. 88 75 2.5 2.3 100 ’53 108 4.0 High grade investment issue. 
North Amer. Lt. & Pr. Deb. “A’’ 64s, 66... 193 18 1.0 def. 102% * 50 12.0 None too strong holding co. obligation. 
Pacific Gas & Electric Co. 

oR RO ce rea 306 96 2.2 2.1 105* 106 4.1 High grade. 

1st & Ref. “F” "4\ SE or8 eas Ks haw hd aes 306 170 2.2 a2 105* 98 4.6 Junior to issue above, but still strong. 

California Gas & Thctie Unif. & Ref. 5s, : 

IRS Cr aA ae er ae 306 11 3.2 2. 110 106 3.2 Of the highest grade. 
Sierra & _. Francisco Power 
are rere 306 11 2.2 2.1 110 100 5.0 Pac. Gas guarantees int. Reasonably strong. 
2nd “Be NE ia he isk edn aS'scn 306 8 2.2 2.1 105 dees .. Junior to issue above, but with same guar- 
antee as to interest. 
San Joaquin Light & Power Unif. & Ref. 
Su Ty Sar eres 34 33 1.6 1.6 104* 95 5.4 Reasonably good bond. 

Great Western Power ist 5s, 1946........ 20 20 1.8 1.6E 106 104 4.6 Better grade. 

Public Service Corp. of N. J. 
*Perpetual 6% Certificates................ 210 19 3.0 3.0 NC 116 5.1 Secured by pledge stock of subsidiaries. 
Good holding. 

Public Service Electric & Gas Co. 

wkist & Ref. 44s, 1967............... 115 91 3.8 3.7 10415 * 106 4.2 High grade. 
United Electric Co. of N. J. ist 4s,1949. 115 18 3.8 3.7 NC 104 3.7 Senior to issue above. Highest grade. 
Hudson County Gas Ist 5s, 1949......... a 11 3.8 3.7 NC 111 Strong bond. 
South Jersey G., El. & Trac. 1st 5s, ’63.... a 13 = ee NC Poe Better grade investment. 
i Water & Power ist & Coll. “A” 
LN Re ern eee 89 89 1.6 1.4 103* 90 6.1 Entitled medium rating only. 
Southern California Edison 
ST IRS 0:64-6 d p's ogo 6's-o:erb insted ats 138 13 3.0 2.6 105 106 3.8 Entitled to the highest rating. 
Re Ey 5 casos aise 58 Daa eee 138 120 3.0 2.6 105* 104 4.7 Junior to issue above. 
Tennessee El. Pwr. ist & Ref. “‘A’’ 6s, ’47... 47 37 1.9 1.7 105* 81 8.4 None too strong. Rate cut ordered. 
Industrials 
*Am. I. G. Chem. Gtd. conv, Deb. 510s, 1949. 30 30 2.1 110* 97 5.8 Real epee difficult to ascertain. Appears 
good bond. 
California Packing Conv. Deb. 6s, 1$40...... 14 14 def b 1031, 100 5.0 b Year to 2.28.33. Black figures expected for 
last year, improving bond’s quality. 
Chile Copper Deb. Ss, 1947................ 33 33 def. 10114 * 78 7.7 In itself bond is a good one, but outside cir- 
cumstances none too favorable. 
Crane Co. Notes 5s, 1940.................. 12 12 def def 101%; * 98 5.4 Recent business better. Deficit for last year 
much smaller. 
*Crucible Steel Deb. 5s, 1940............... 13 10 def 5 101!4,* 92 6.6 Cutlook improved, tho still medium grade 
only. 
General Steel Castings ist “A” 514s, 1949... 17 17 def def 10714 * 87 6.9 Doing better. Medium grade. 
Goodyear Tire & Rub. ist & Coll. 5s, 1957... 60 55 8 2.6 103* 100 5.0 Outlook improved. Good grade bond. 
Liggest & Myers Tobacco Co. 
ee Se Sis icc) S555 soe aise ey ome 28 13 14.8 11.1 NC 126 3.8 Industrial obligation of the highest grade. 
ty A SR een ee oe eee 28 15 14.8 11.1 ie 111 4.1 Junior to issue above, but still high grade. 
* National Steel 1st Coll. 6s, 1966............ 42 39 1.8 2.4 105* 101 4.9 Better grade industrial bond. 
Socony-Vacuum Corp. 
Std. Oil of N. Y. Deb. 4l¢s,1961......... 87 65 2.3 os 101* 104 4.2 Strong bond, tho not secured by mtge. 
Gen. Petroleum ist 5s, 1940 tte baedicie nese 87 16 2.3 aS 10214 * 105 4.0 Assumed Socony-Vacuum. Also strong. 
Short-Term Issues 
Due date 
**xChesapeake & Ohio 1st Cons. 5s........... 6.1.39 30 3.2 3.7 NC 107 3.6 Investment of the highest grade. 
Cumberland Tel. & Tel. Gen. 5s............ 2.1.87 15 3.2m 2.9m NC 106 ae Ss - Bell Tel. assuming co.— 
ighest grade. 
**xEdison Electric Ill. (Bos.) Notes 5s......... §.2.35 61 2.6 2.3 100!3* 102 3.0 Company enjoys a fine credit standing. 
Great Northern Power, ist §s.............. 2.1.35 7 1.7n 110 100 5.0n geome. Minn. Pwr. & Lt. Reasonably 
sound issue. 
Pennsylvania R. R. Sec. 644s.............. 2.1.36 60 1.2 pe Nc 106 3.4 Piedged security includes $60,000,000 gen- 
eral mtge. bonds, which are good grade. 
Texas Power & or ~~ DB iiss scseGa sae eas 6.1.37 25 1.8 1.8 105 102 4.3 Of good investment caliber. 
ee Se Fe Oe ee re 7.1.87 5 2.0 i NC 97 6.1 Among the stronger traction issues. 

t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded and other dsbt, rents 
for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. tAn entry:such:as:105’36 means that the bond is not callable until 1936 at the price named. _* Indicates that the issue is callable as 
a whole or in part at gradually decreasing prices. E Estimated. %** Our preferences where safety of principal is predominant consideration. . * Our prefer- 
ences when some slight risk may be taken in order to obtain a higher return. 








for APRIL 28, 1934 


27 





KROGER GROCERY & BAKING CO. 





Make Every Unit Pay 


Easier Said Than Done—But Success 
So Far Gives Promise to the Future 


ROGER Grocery & Baking Co.— 
Slogan, 1883 to 1929: “Buy 
up and expand.” 
Slogan, 1930 to 1934: “Close every 
store that doesn’t pay.” 


And, so adequately sounded, is the 
keynote of the fifty-year life of the 
country’s third largest grocery chain. 

Today, a chain grocery system means 
a number of different things to a num- 
ber of different people. To the con- 
sumer, it is a place where food can be 
bought more cheaply, quality for 
quality, than elsewhere. To the owner 
of real estate, it is frequently a god- 
send. A student sees in it the partial 
answer to the problem of distribution. 
To a number of individual retailers, it 
is a menace to the livelihood garnered 
by inefficiency. To the politician— 
especially Indiana politicians — the 
chain store is something to tax discrim- 
inatingly, and by the discrimination 
gain votes and revenue both. To the 
stockholder, the chain store is an en- 
terprise that came into his conscious- 
ness, circa 1926. Its profit potentiali- 
ties caught and held his interest. To- 
day he would very much like to know 
whether the chances favor its contin- 
ued prosperity. Considering the latter 
group, this discussion must be in the 


By J. C. Crirrorp 


nature of “Kroger and its stockholders” 
rather than the “chain store versus the 
independent,” although, as usual, the 
general has an important bearing upon 
the specific. 

As with all chains, the main question 
is whether Kroger’s natural advantages 
of organization can more than offset the 
natural disadvantages of “big business” 
plus the artificial political disadvantages 
which have recently been introduced. 
Except for the last factor, there would 
be no doubt of the answer. Given rea- 
sonably good management, a chain 
store system can make money by serv- 
ing the public more efficiently than 
other retailers—which, of course, is as 
it should be. 

To this end the chain store has a 
number of weapons. The most ob 
vious and that most frequently given 
is that the chain can buy in bulk for 
cash, thereby largely eliminating the 
middleman. This, however, is less than 
half the story. The chain makes great 
savings by the employment of high- 
caliber executives and specialists, and 
by not only largely eliminating the 
middleman, but by taking for itself a 
number of manufacturing profits. Be- 
hind Kroger’s 4,400 well-kept and 
well-patronized stores there are offices, 
warehouses and transportation units in 


more than twenty different key cities 
—for the most part west of the Mis- 
sissippi River and east of the Rockies. 
Bakeries, packing plants, coffee-roasting 
plants, dairies, sausage and beverage 
factories, printing plants and laundries, 
also exist behind the front. 

Yet, all such physical equipment, 
which one may assume to be as well 
run as possible, is not the most potent 
chain store weapon: it is something 
much less tangible, inherent in the sys- 
tem itself. Kroger, by operating 4,400 
stores, scattered over a wide area, is 
enabled to obtain an average result. 
Let one section be hit temporarily 
by poor business and other stores can 
carry it easily until conditions improve. 
Let competition become over keen, or 
drift into the phase of ruinous price- 
cutting, profits from stores in other 
sections are available to weather the 
storm. 

Independent retailers, of course, 
have contended many times that by 
taking unfair advantage of this condi- 
tion the chains are driving them out 
of business. Ignoring that the latter 
have a selfish axe to grind and ad- 
mitting that they may be right in 
isolated instances, there is not a shred 
of evidence to show that the chains, 
having finally driven an independent 
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out of business, raised their prices 
higher, or even as high, as was charged 
by the independent before he failed. 
This is to say that the consumer never 
suffered in the final analysis—a pretty 
good test of the merit or demerit in 
anything. 

Chains, however, are doing their 
best to get away from the necessity of 
price-cutting. Their weapon here is 
the private brand, and it is effective 
too. If ABC coffee is cut to twenty 
cents a pound, XYZ can still stay at 
twenty-five cents, though it come from 
the same bean and be roasted for the 
same length of time by the same fire, 
for there will always be some poor 
benighteds who would consider its 
aroma and flavor worth the difference. 
On the other hand, if one grocery store 
cuts permanently the price of Del 
Monte peaches, for exam- 


the outset, its slogan had been “Buy 
up and expand.” Other considerations 
were neglected, and consequently there 
was trouble—quite a little. Specifically, 
it arose from the absorption of estab- 
lished chains which brought about con- 
siderable duplication of outlets, trouble 
in making the new chains conform 
with the parent company’s standards 
and practices, and difficulties with the 
new personnel. Other chains which have 
expanded more slowly and by opening 
up new stores themselves have not had 
this experience. 

Among others, the bankers looked 
upon what was happening to Kroger 
and found it unpleasing. The upshot 
of the matter was that William H. 
Albers, director and chairman of the 
board, and a vice-president or two, 
found that they were no longer man- 


v.orked out very well and expansion 
is to be carried further. At the same 
time the new management began to 
place greater emphasis upon quality 
and upon the building up of goodwill 
on the part of the public. 

Quite evidently, it was not possible 
for Kroger to close 400 stores and do 
all this other reorganizing and policy- 
changing—and do it all during a year 
of general depression and declining 
commodity prices—without there being 
some effect upon earning power. Profits 
for 1930 were equivalent to $1.15 a 
share, compared with the revised figure 
of $3.37 for 1929. 

Yet, if 1930 was the year in which 
Kroger laid the internal groundwork 
of recovery (which was the case, for 
in every year since, as the depression 
deepened, earnings gained) it was also 

the year which saw the 
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to the chain store tax. In 
1927 only three states had 
placed on their statute 
books anti-chain _legisla- 
tion. In 1929, two more 
followed, but one of them, 
dia the Indiana law, was de- 
clared unconstitutional by 
the Federal District Court. 
This law imposed a tax of 
so much a store, which 





“Avondale” is applied to _ 
more general lines. Inci- 5 


rose per store as the num- 





dentally, mention of “spe- 
cifications to manufactur- 
ers” introduces the Kroger 
Food Foundation, a sub- 
sidiary organization en- 
gaged in food research. 
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ber increased. In the fol- 
lowing year two states at- 
tained just this objective 
by means of a graduated 
gross sales tax. And then, 
early in 1931, the Supreme 
Court of the United States 











Merchandise before it is 
sold has to undergo tests 
and come up to standards of size, 
weight, quality and flavor. This is quite 
an expensive business, but undoubtedly 
well worth the cost even though it be 
hard to prove in dollars and cents. 
So much for Kroger’s advantages, 
tangible and intangible. The disad- 
vantages are those of any large busi- 
ness, plus one or two others which 
perversely appear to have turned up 
for the express purpose of plaguing 
anyone wishing to form an opinion on 
the financial future of the company. 
General difficulties include problems of 
co-ordination, supervision and to some 
extent the loss of the intimate contact 
with the consumer which was, and is, 
one of the most desirable features of 
the better-managed individual retailers. 
In 1929 Kroger ran head on into the 
general difficulties of a big business that 
had somewhat overgrown its strength. 
The main trouble was insufficiently con- 
solidated expansion. Kroger had been 
developing very fast. As was said at 


.for APRIL 28, 1934 


aging The Kroger Grocery & Baking 
Co. This was early in 1930. 

The first thing that the new manage- 
ment did was to throw the slogan 
“Buy up and expand” out of the win- 
dow. This was replaced by the other 
“Close every store that doesn’t pay.” 
In effect, it was handsomely framed 
and —in spirit — rested prominently 
upon the desk of every executive. The 
next thing was a re-auditing shuffle of 
the books for 1929 and the conclusion 
that the per-share earnings reported 
by the old management for this period 
should have been $3.37 and not the 
$3.64 claimed. 

Nor was this all. The business was 
de-centralized and to branch offices 
went the responsibility for purchases 
and other operations. Contact was 
made with Sears, Roebuck & Co. and 
a mutually satisfactory agreement ar- 
rived at, whereby Kroger was to open 
large, well-found food stores in the 
former’s department stores. This has 


reversed the District 
Court’s decision on the Indiana law. 
On the politician, the wholesaler, and 
the inefficient independent dawned the 
glorious possibility of taxing the chains 
cut of business. Events since show 
clearly that they cannot be accused of 
neglecting their opportunities. 
Whether Kroger’s new management 
saw this discriminating taxation com- 
ing, or whether it just happened that 
new policies resulted in some degree 
of protection, cannot be known defin- 
itely. From the general showing, the 
management perhaps might be given 
the credit for its foresight. In any 
event the policy of closing down stores 
and concentrating upon larger units, 
complete with grocery, meat, produce 
and miscellaneous departments, is one 
way of attaining a larger sales volume 
without recourse to too many outlets. 
At the same time, the stressing of qual- 
ity, without going to extremely high- 
priced items, should enable the attain- 
ment of profit margins sufficient to be 
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an important offsetting factor to taxes. 

While on the subject of taxes, it 
might be noted in passing that there 
was a significant sentence on this sub- 
ject in the company’s latest annual re- 
port. It was: “One way and another 
Kroger will pay or absorb during 1934 
forty-two separate and distinct classes 
of taxes, direct and indirect, and they 
will approximate $9 per share (earnings 
last year $2.51 a share), or 7.8% to 
sales.” Operating profit, before Federal 
taxes and depreciation, is 
only about 3!/ cents per 


over quite a serious case of undigested 


expansion and improve earnings during 
a time of great general stress and difh- 
culty. This augured well for the time 
when the pressure eased—a conclusion 
borne out by the $2.51 earned per 
share last year. On the other hand, 
can an inherently sound system, oper- 
ated by an inherently sound organiza- 
tion prevail against the present ten- 
dency to tax and regulate, and then 
to tax and regulate some more? The 





but last year there was another decline 
in the number of licensees. As a result 
Piggly Wiggly paid no dividends last 
year and consequently Kroger received 


no income from its investment. The 
new management, however, having got 
the main business running smoothly, 
is concentrating upon the subsidiary. 
The changes that have been made, to- 
gether with those contemplated, may 
well make Kroger’s investment in Pig- 
gly Wiggly profitable again. 

The item of $18,600,- 
000 in inventory is larger 





dollar of sales. 
Another factor which 
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than at the end of the 
previous year by more 
than $4,000,000. Now, 





probably would be consid- i40 
ered among the artificial 
political-disadvantages un- 
der which Kroger operates 
is increased costs of 
N RA. In any chain store 
system wages are the most 
important expense. In the 
case of Kroger, wages and a sees 
salaries make up about od 
60% of the total expense. 
At the end of last year, 
despite the fact that there 70 
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Kroger last year closed 
337 stores, net,—showing 
the new slogan still to be 
in operation—and at the 
same time it pursued its 
remodelling policy on 289 
others, the trend towards 
larger units of the existing 

system being continued. 
5000 2 One could hardly know 

: whether the closing offset 
the larger unit size, there- 








were only 4,400 stores 
compared with 4,737 a 





by justifying a smaller 
inventory, or whether the 








year earlier, the company 
had some 2,500 more em- 
ployees on its payroll than at the end of 
1932. The wages of these extra em- 
ployees are equivalent to about 90 cents 
a share of common stock, or just 10 
cents short of the amount stockholders 
are receiving as a regular dividend. 

Yet, this, as with companies in other 
industries, has not kept Kroger free 
from labor troubles. Differences arising 
out of an attempt by the employees in 
the St. Louis district to unionize were 
submitted to arbitration. Frankly, un- 
der present conditions it seems that 
labor difficulties are a constant threat. 
Also, Kroger’s path in late months was 
made less smooth by various state com- 
missions trying to regulate the price, 
production and consumption of this, 
that, or the other thing. The company, 
for example, was refused a milk re- 
tailer’s license in Ohio for failing to 
understand that milk delivered to one’s 
doorstep with all the attendent delivery 
charges should cost exactly the same as 
that sold over the counter where the 
expenses of making the sale are only a 
quarter as large. This particular trouble 
fortunately was worked out by a change 
in the policy of the Agricultural 
Adjustment Administration. The threat 
of impractical regulation, however, has 
been by no means eliminated. (See 
daily papers.) 

The background to both sides of the 
question of Kroger’s future have now 
been sketched in. On the one hand, 
there was the company’s ability to get 
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reasonable answer seems to be that it 
can, provided that the taxation and 
regulation do not become a great deal 
more drastic than they are at the mo- 
ment. No one, however, can forecast 
the “critical” point—the point at 
which matters would be reversed. 
This conclusion should be generally 
reassuring to the 17,000 holders of 
Kroger’s 1,813,486 shares and time 
now can be given logically to a con- 
sideration of company detail. First, 
the point can be made that the owners 
of these shares are the owners of the 
entire business with its 4,400 stores, 
offices, factories and goodwill — 
$100,000 in preferred stock hardly 
counts as a senior claim. Among the 
business’ other assets not yet mentioned 
is nearly $10,000,000 in cash or its 
equivalent, a $6,000,000 investment 
item and inventories of $18,600,000. 
On the cash and its equivalent no com- 
ment is necessary other than to say 
perhaps that the amount is a little 
smaller than at the end of the pre- 
vious year but larger than was re- 
ported at the end of 1929, 1930, or 
1931. Something, however, needs to 


‘be said on the other two. 


The investment item comprises 99% 
of the stock of the Piggly Wiggly 
Corp., a company owning patents to 
a special self-service store layout and 
fixtures. In the past Piggly Wiggly 
has done well by permitting others to 
use its system on payment of a royalty, 


reverse were true and the 
inventory should have 
been larger. Moreover, this is the 
rise in prices to take into consideration. 
Fortunately the company itself settles 
the question by stating that the in- 
crease in inventory was intentional be- 
cause of the prospect of still higher 
commodity prices. Should the judg- 
ment of the management be justified, 
Kroger would be a candidate for a 
speculative gain from the enhancement 
of inventory value entirely outside of 
its normal merchandising profits. 

On the liabilities side of Kroger’s 
latest balance sheet, there is no more 
than a reasonable amount in current 
payables, totalling $6,700,000 and the 
capital and surplus items that have 
been covered already. Among the re- 
serves, the item of $373,000 is an inter- 
esting one. It is provision for rentals 
on closed stores, not yet due; in other 
words it represents lease obligations. 
This introduces the fact that while 
Kroger owns many of its manufactur- 
ing establishments, it leases practically 
ali its stores. And it is, of course, pre- 
ferable to pay rent on an unoccupied 
building than it is to own a building 
that has become useless for the purposes 
of the owner. Whittling away at rent 
payments was one of the ways in which 
the new management made the reduc- 
tion in expenses that was so necessary 
during the course of the depression. 

There remains only to say something 
of Kroger’s most recent operations. 

( Please turn to page 55) 
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The “Ifs” 


It) 


Air Conditioning and 


Mechanical Refrigeration 


Why the Newest Industry Offers Both 
Opportunity and Risk to the Investor 


ROADLY speaking, there is a 
phase in the development and 
growth of an industry during 

which the common stock of strong pro- 
ducers has an investment character be- 
cause an increasing rate of return may 
be earned on the equity while stock 
dividends, split-ups and larger cash di 
vidends plea? the early shareholders. 
This stage does not arrive until public 
acceptance of the product creates a 
market sufficiently large to bring about 
a substantial and increasing annual pro- 
duction. In the earlier stage, experi- 
mentation and a small output keep the 
price out of the reach of the masses, al- 
though the rate of return on 
the original capital may get to 


By Wittiam Wren Hay 


pidly to exceed over one million units 
last year. It would seem that a great 
deal of money ought to have been made 
by the early investors but the reason it 
was not was because the capital in- 
vested in production facilities was on 
too grand a scale. In 1926, two enor: 
mous new plants were built, each ca- 
pable of turning out a million house- 
hold refrigerators in a single year, not 
to mention the numerous smaller manu- 
facturers who mushroomed into the 
new market. The result was that the 
average selling price was forced down 
is $400 a unit in 1926 to less than 
$200 last year. Thus, although pro- 


j 


duction grew fivefold, profits were gen- 
erally negligible. 

Nevertheless, the ability of the house- 
hold market to absorb increasing num- 
bers of electric refrigerators throughout 
all of the depression years was ample 
evidence of the vitality of this compara- 
tively new industry and presages sev- 
eral years of further growth. In the 
meanwhile, producers were eliminated 
as preference was concentrated on the 
products of a few strong manufactur- 
ers, notably -- lvinator Corp., General 
Electric Co., Westinghouse Electric & 
Mfg. Co., Fri: Sey (Division of Gen- 
eral Motors Corp.), and Norge (Divi- 

sion of i s-\Warner Corp.), 


not to mention Servel, Inc., 





be quite high, so high that in- 
vestors become avid to share 
with promotors; and _ other 
producers rush in to expand 
their own sales volume or per- 
haps to protect their old mar- 
kets. This flood of new capi- 
tal into fresh fields of produc- 
tion frequently results in 
swamping the market, render- 
ing all the capital unprofitable 
until public discrimination ap- 
proves the products of only a 
few strong producers and 
thereby destines them to suc- 
cess. 

This phenomenum of hasty 
and excessive investment in 
something new is nowhere 
better illustrated than in the 
experience with electric refri- 
geration during its first few 
years. Although the first me- 
chanical “ice box” was mar- 
keted before the World War, 
before 1925 there were still 
not a hundred thousand in use. 
Suddenly the idea caught the 
public fancy and, in 1925, 
output exceeded the total num- 
ber already made and sales 
since then have expanded ra- 
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makers of Electrolux, the only 
refrigerator using gas. 

The market for domestic 
mechanical refrigerators is dis- 
tinctly limited to a proportion 
of the number of homes there 
are in the country nor is there 
likely to be a growing replace- 
ment market because these ice 
boxes do not wear out or get 
out of style, like motor cars 
The annual output is likely to 
continue at the rate of a mil 
lion or more, however, for the 
next few years or until the 
home market is satisfied. But 
no matter how the market for 
domestic refrigerators contin- 
ues to develop, the progress of 
commercial refrigeration and, 
recently, a large and growing 
export market, not to mention 
air conditioning, warrant the 
presumption that long after 
the household market has 
ceased to expand, some manu- 
facturers will probably enjoy « 
large business 

Refrigeration is a necessary 
component of air conditioning 
but it does not follow that it 
need be electric  refrigera- 
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tion. In fact, the early - 
experience of the electric | 
refrigeration industry car- | Listed Companies—Air Conditioning 
ries a positive lesson for 
investors who contemplate Company Listed ete 
the prospects of air condi- Ametionn Badinter & Giond- ' seer 
tioning as a new field of ard Sanitary Corp........ NYSE Furnaces, radiators, circulating 
1 2 fans, complete units. 
investment. 5 Practically Sears, Roebuck & Co....... NYSE do 
speaking, air conditioning Bryant Heater & Mfg. Co... * Furnaces, circulating fans, com - 
is not a self-contained in- plete units. 
dustry but a conglomerate General Electric Co........ NYSE do 
of many highly technical General Motors Corp. 
parts involving refrigera- (Frigidaire) setters nee ees NYSE Cooling units, circulating fans. 
tion, heating, ventilation ap glia eae 
snl hygiene: Pets pee yet MDs coins asscienudsaes NYSE do 
aes fan ia ‘ producer bY Kelvinator Corp............ NYSE Cooling units. . 
c é Holland Furnace Co........ NYSE Heating and cooling units. 

apparatus for complete air pe ' 

on ; 7 inneapolis-Honeywell 
conditioning obviously a Regulator Co... ... NYSE Control devices. 
good “buy” on that ac- Modine Mfg. Co...... see WOES Radiators (heating and cooling), 
count. As a matter of circulating fans. 
fact, the strongest factors | Johns-Manville Corp....... NYSE House insulation. 
in the new market are (ec eee NYSE do 
concerns to whom other Reynolds Metals Corp...... NYSE Metal insulation. 
products are far more im- Baris Aiea 
portant. Nevertheless, * Subsidiary of A. B. Dresser Mfg. Co. (NYSE). 
practically every maker of Tie oo Ge Ak 








7 combined into a mechani- 
| cally perfect whole. Be- 
cause every installation 
has to be fully “engi- 
neered,” selling costs are 
high and likely to re- 
main so and for the time 
| being high costs keep air 
conditioning out of all ex- 
cept well-to-do homes. 

It would be difficult for 
a manufacturer to make 
an agreeable contract from 
a distance under these cir- 
cumstances and we may 
conclude that very skillful 
selling by local representa- 
tives will be essential to 
the successful producer 
until more nearly stand- 
| ardized systems have been 
| developed and tested and 
achieve public reputation. 
At the present time, it ap- 
pears as though General 
Electric Co., with its na- 








heating and_ ventilating 
apparatus, and of mechan- 
ical refrigeration is promoting air con- 
ditioning. 

Regardless of the rosy predictions 
made for air conditioning by sales pro- 
motors and the trade press, this is a 
new field, still in the pioneer stage and 
consequently very speculative. As we 
shall see, the only sound way for an in- 
vestor to try to share in its future 
would be to choose strong corporations 
whose other interests are large enough 
to protect against unpredictible devel- 
opments which might wipe out part of 
the capital invested in the field of air 
conditioning. 


Endless Ramifications 


“Air Conditioning” is not an indus- 
try that can be measured. Its ramifica- 
tions extend into building materials and 
enlarge the consumption of iron and 
steel, copper and other non-ferrous me- 
tals, various chemicals and insulation 
materials, all of which have to pass 
through manufacturing processes. 
When we consider that a complete sys- 
tem for air conditioning a home in- 
cludes heating and cooling devices, 
means to clean and circulate air, humi- 
dification, insulation and other refine- 
ments, and since there is considerable 
difference of opinion as to the techni- 
cal arrangements of these various ele- 
ments, it will be recognized that there 
is room for keen competition not only 
as to the whole but for the parts. For 
this reason we can only be sure that the 
fruits of the early growth of this ap- 
parently large, new market will be dis- 
sipated at first among a great number 
of pioneering manufacturers. 
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Some attempts have already been 
made to standardize but there is con- 
siderable difference as to purely engi- 
neering features, even about fuels and 
refrigerants. Briefly, promotors have 
to deal with air conditioning units and 
systems,—units for single or multiple 
rooms, systems for an entire residence 
or building. For the time being, great- 
est efforts are being directed to design- 
ing air conditioning units and systems 
for private residences because that is the 
largest market. In 1930, there were 25 
million homes counted by the census in 
this country and everyone of them is 
looked upon by these promotors as a 
potential buyer of air conditioning 
equipment of one sort or another. Mer- 
chandising efforts have to be concen- 
trated on individual home owners be- 
cause every one has, at this time, dif- 
ferent ideas as to the degree of air con- 
ditioning as well as the method by 
which it is accomplished. 

This condition may be better under- 
stood when we reflect on the many pre- 
judices among householders about heat- 
ing, whether it should be by hot water, 
steam or warm air. It makes a differ- 
ence in the air conditioning system 
which method of heating is used and 
since most homes already enjoy heating 
systems, the first obstacle to standard- 
ization is the necessity of fitting the 
new equipment into the existing instal- 
lation for heating. We are at once 
struck with the fact that the maker of 
a single part of the system has as free 
a market as anyone who attempts to 
sell the complete system, because at 
the pre-ent time, the parts supplied by 
many different manufacturers may be 


tion-wide chain of tech- 
nical sales offices, and 
American Radiator & Standard Sani- 
tary Corp., with its authorized plumb- 
ing and heating contractors in every 
important town would be able to 
cover the whole market most inten- 
sively. Sears, Roebuck & Co. are 
already offering air conditioning units 
“by mail” and its chain of retail stores 
enable it to display the merchandise to 
prospective buyers in a great many cen- 
ters. Although these firms are already 
factors to be reckoned with, yet it 
would be a long time before sales for 
air conditioning would make any ap- 
preciable showing in the income of any 
of them. 


Many Companies at Work 


Among individual companies which 
sell materials for this market we men- 
tion Libby -Owens- Ford Glass Co., 
which has introduced an air filter con- 
sisting of glass wool in a frame for easy 
installation and removal; Reynolds Me- 
tals Co., Johns-Manville Corp., Celo- 
tex Co. and Armstrong-Newport Corp 
(joint subsidiary of Armstrong Cork 
Co. and Newport Industries, Inc.), all 
manufacture and sell insulation either 
for the heating and cooling elements or 
for the entire house. Recent develop- 
ments in the control of cooling by dry 
ice, manufactured by The Liquid Car- 
bonic Corp., might lead to radical 
changes in the field of refrigeration, 
which serves to bear out the contention 
that the whole field of air conditioning 
is still in the experimental stage. 

No single concern has anything ap- 
proaching a preferred position in this 

(Please turn to page 54) 
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Nine Stocks in Favored Position 


Combining Established or Improving Earn- 
ings, Advantageous Trade Standing, Sound 


Financial Status and Good Management 


SELECTED BY THE MaGaAZzINE OF WALL STREET STAFF 


Bohn 


HETHER viewed in relation to 
current prospects or the pos- 
sibilities which lie in the com- 

pany’s future ability to broaden consid- 
erably its present scope, the shares of 
Bohn Aluminum ©& Brass have definite 
appeal. The company has come rapid- 
ly to the fore in recent years in a field 
where the opportunities for research 
and profitable development are prac- 
tically unlimited. From the stockhold- 
ers’ standpoint this is a feature of prime 
importance. In the meantime, how- 
ever, there is the assurance which 
emanates from a generous dividend ade- 
quately supported by earning power. 
Well merited credit must be given to 
Bohn Aluminum for its efforts in de- 
veloping and perfecting the use of alu- 
minum and aluminum alloys in the 
manufacture of vital automobile parts. 
The company pioneered the aluminum 
piston. Today the Nelson Bohnalite pis- 
ton is standard equipment for the ma- 
jority of motor cars, and the company’s 
output embraces a wide variety of non- 
ferrous metal products. Aluminum 
bearings and cylinder heads, together 
with a wide variety of aluminum cast- 


Aluminum & Brass 








Recent 
Price Dividend Yield 
63 $3.00 4.8% 





ings for vacuum cleaners, washing ma- 
chines, etc., and an extensive line of 
bronze and brass castings and forgings 
for plumbing and architectural uses 
give the company prominent represen- 
tation in many of the more important 
fields for which non-ferrous metals, par- 
ticularly aluminum, are industrially ap- 


plicable. Of these the automobile 
industry is Bohn’s most important 
customer. 


In the past, earnings have fluctuated 
rather widely. This, however, is not un- 
usual for a company largely in the de- 
velopment stage and while Bohn will 
be unlikely to “rest its oars” now that 
it is established in a fertile field, earn- 
ings in the future will probably bear a 
closer relation to the trend of general 
business. Last year profits were a con- 
spicuous reversal of 1932 and net ap- 
plicable to the 352,418 shares of capital 


Humble Oil & Refining 


SSUREDLY the shares of the 
Humble Oil & Refining Co. are 
one of the sounder equity invest- 

ments. The company’s record, its 
prominence, its finances, its resources, 
and its strong affiliations all justify the 
high regard in which the shares are 
held. 

Although Humble is represented in 
all of the principal divisions of the 
petroleum industry, it is as a producer 
of crude oil that it has achieved its im- 
portance. At the close of last year it 
had under lease over 5,000,000 acres of 
land, of which it was stated that 47,234 
acres were proven oil land. In fact, the 
company is regarded as having the larg- 


a 
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est reserves of any domestic producer, 
with the single exception of Standard 
Oil of New Jersey. The latter com- 
pany, which incidentally owns approxi- 
mately 70% of the stock, leans heavily 
upon Humble as a source of supply. 
Augmenting, but subordinate to, pro- 
duction activities, are refining facilities, 
an extensive pipe line system and a dis- 
tributing organization. 


Corp. 


stock was equal to $4.24 a share. In 
the previous year there was a loss of 
$2.04 a share. Dividends were re- 
sumed promptly and two increases 
brought the present rate to $3 annually. 
The only obligation ahead of the stock 
is funded debt of less than $1,500,000. 

Last year the company took advan- 
tage of low prices to acquire large sup- 
plies of metal and at the year-end the 
substantial inventory item was a fea- 
ture in its strong financial position. 
The current year has made an auspi- 
cious start for Bohn. The company 
had the biggest January month since 
1928 and throughout the initial quar- 
ter all divisions registered substantial 
gains over 1933. In addition to sup- 
plying Ford with cylinder heads, pis- 
tons and bearings, the company has 
contracts with other important auto- 
mobile manufacturers and if labor 
troubles do not completely upset the 
automobile industry, Bohn might easily 
show earnings of $6 a share this year. 
On such basis, a higher dividend may 
be forecast and the shares at recent 
levels around 63 are conservatively 
valued. 


Co. 


Having the benefit of materially high- 
er prices for crude in the last half of 
last year, the company was able to re- 
port a considerable improvement in 
earnings over 1933. Net operating in- 
come totalled nearly $22,000,000, as 
compared with $15,567,205. This was 
the best showing since 1929. The com- 
pany’s accounting practices are of the 
same conservative nature that character- 
izes the Standard Oil group and, last 
year, after depreciation, depletion, 
taxes and interest, the company was 
able to pay out nearly $6,000,000 in 
dividends and still show a surplus of 
practically $15,000,000. Current as- 
sets, at the close of the year, amounted 
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to $61,372,619 and included about 
$21,000,000 in cash as against current 
liabilities of something less than 
$14,500.000. 

Late last year stockholders voted to 
split the stock three-for-one, increas- 
ing the outstanding shares thereby to 
8,985,666. On the basis of the latter 
amount, profits in 1933 were equal to 
$2.32 a share. Following the split-up, 
dividends were initiated at the rate of 
$1 annually, or the equivalent of $3 
on the old stock which had previously 
paid $2 yearly. The company has been 
rather conservative in the matter of 


dividends in the past and any further 
increase may possibly be deferred until 
next year, despite the fact that earnings 
and finances would support a higher 
rate. 

Although numerous difficulties and 
obstacles have prevented the industry 
from formulating a code for all 
branches which would be uniformly ac- 
ceptable, efforts are still being directed 
toward that end and it is not unlikely 
that some method will be devised to 
meet satisfactorily the objections which 
have been raised by various factions. 
Nevertheless, the industry is, by con- 


trast with the first half of 1933, en- 
joying a period of relative stability. 
Present indications promise further im- 
provement in oil company profits and, 
while bearing in mind the fickleness 
which the industry has shown in past, 
with the season of heaviest consump- 
tion close at hand, oil stocks should 
give a good account of themselves mar- 
ketwise. At 45, the shares of Humble 
are selling rather high in relation to 
earnings, a condition, however, which 
is not unjustified when consideration is 
given to the strong fundamental back- 
ground which they have. 


Owens-Illinois Glass Co. 


ROM every indication, the advent 
of beer and the subsequent re- 
peal of the 18th Amendment last 

year will prove an important milestone 
in the history of Owens-Illinois Glass 
Co. For a time last summer the com- 
pany had so much business on its books 
that it was compelled to sublet orders 
to other companies, and while it is not 
to be expected that the demand will be 
sustained at the initial levels, replace- 
ments can be counted upon for sizable 
contributions to earnings in this and 
subsequent years. 

Owens-Illinois is the country’s largest 
manufacturer of glass containers used 
principally for food and drugs—and 
more recently beer and liquors. In- 
cluded in these groups are various types 
of containers for drug and cosmetic 
preparations, soft drink bottles, jars 
and bottles for food and milk and gen- 
eral purpose containers for ink, paste, 
polishes, etc. The company also manu- 
factures bottle-making machinery which 
it leases on a royalty basis. Included in 
the company’s investments are 600,000 
shares of National Distillers common 
stock acquired last year at a price 
equivalent to $8.25 a share for the pres- 
ent stock. Also, a substantial interest 
is held in the Container Corp. of Amer- 
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ica, engaged in the manufacture of pa- 
per cartons and boxes. 

Last year the company retired all of 
its funded debt and preferred stock, 
leaving the entire equity vested in 
1,200,000 shares of capital stock. Ap- 
plied to the stock, net profit of $6,032,- 
312 in 1933 was equivalent to $4.86 
a share. In the preceding years, 977,- 
173 shares of common stock earned a 
profit of $1.62 each. The management 
was prompt in passing along increased 
earnings to shareholders and last year 
quarterly dividends of 50 cents a share 
were augmented by two extra of 25 
cents each. At the beginning of this 
year the shares were formally placed 
on a $3 annual basis. As the company 
appears to be amply supplied with cash, 
it is not unlikely that the policy of pay- 
ing extra dividends will be continued in 
the current year. 

Following the legalization of beer, 
the company received orders for bottles 
running into the tens of millions. Usu- 


ally the purchaser of beer in bottles 
pays a small deposit and returns the 
bottle which is later refilled. This, 
however, is not the procedure in 
the case of wine and other spiritu- 
ous liquors and the containers are 
destroyed. It appears, logical, there- 
fore, that the decline this year in 
the demand for beer bottles will be off- 
set to a large degree by an increased 
and fairly sustained demand for bottles 
for other beverages. Also, further im- 
provement in general business may be 
expected to find reflection in the affairs 
of Owens-Illinois. 

Estimating current results on a con- 
servative basis, the company should ex- 
perience no difficulty in earning from 
$5 to $6 on the common stock. Mean- 
while, there is a live possibility that the 
company’s large investment in National 
Distillers common stock will yield a 
good return. A $2 dividend on the lat- 
ter would yield the equivalent of $1 a 
share on Owens-Illinois shares. Grant- 
ing that the shares at recently prevail- 
ing quotations are selling at a liberal 
ratio to past and prospective earnings, 
a reasonable premium is justified in re- 
turn for the rather clearly defined out- 
look for expanding earnings and larger 
dividends. 


American Rolling Mill Co. 


URING the past twelve months 
developments in the affairs of 
American Rolling Mill have 

been of a nature to inspire well-founded 
belief in the company’s ability to stage 
a rapid comeback in earning power— 
given the benefit of gradual business re- 
vival. Last year, profitable operations in 
the second and third quarters reduced 
the net-loss for the year to a figure less 
than one-third of that suffered in 1932 
and, moreover, the company success- 
fully met a $14,000,000 maturity, at a 
time when conditions were such as to 
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make this a distinct achievement. In 
the current year operations have ex- 
panded to a point where March wa: 
the best month since 1929. 

Several years ago the company em- 
barked upon a program of plant expan- 
sion and modernization for the pur- 
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pose of accommodating a process fort 
continuous rolling which American 
Rolling Mill had successfully completed 
after ten years of development. This 
necessitated a rather substantial increase 
in the company’s funded debt and the 
subsequent intervention of a major busi- 
ness depression prevented the manage- 
ment from realizing the high hopes 
which had been held for the new pro- 
cess. Some measure of its value is 
gained from the fact that practically all 
of the major steel manufacturers have 
been licensed to use it and doubtless it 
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would have proven an important factor 
in the company’s earning power had it 
not been for the severe slump which 
swept over the entire steel industry. 
The management was unusually suc- 
cessful in curtailing the cost of opera- 
tions and it was its ability in this re- 
spect which enabled the company to 
show a loss of more than $1,000,000 
less in 1933, despite a drop of $12,613,- 
000 in sales. The loss of $673,000 last 
year would have been even less were it 
not for the sharp increase in payrolls 
following the advent of N R A 
and labor costs have been further in- 
creased with the recent advance of 


10% in wages. It is expected, how- 
ever, that the new price schedules for 
both light and heavy steel sheets will 
in effect nullify higher operating costs. 
As it is, however, the company’s show- 
ing in the first quarter of this year will 
be the best in some time. Recent oper- 
ations have been at 67% of capacity— 
considerably higher than that of the 
steel industry as a whole. While there 
has been considerable forward buying 
in anticipation of higher prices, the 
huge public works program sponsored 
by the Government will be in full 
swing in the near future and aid mate- 
rially in sustaining steel activity through 


what is normally a full period for the 
industry as a whole. 

Ahead of the 1,709,324 shares of 
common stock is $2,000,000 of 6% pre- 
ferred stock, on which a year’s divi- 
dends have accrued, and approximately 
$40,000,000 of funded debt. Financial 
position is satisfactory and given the 
confidence born of sustained activity, 
the management could liquidate back 
dividends on the preferred shares with- 
out difficulty. The common stock is 
frankly speculative but it is in an excel- 
lent position to show increasing earn- 
ing power this year, accompanied by 
further recovery in its value. 


May Department Stores 


AST year May Department 
Stores tripled its earnings. Prof- 
its rose from the equivalent of 

77 cents a share for the capital stock in 
1932 to $2.36 and dividends, which had 
been continued throughout the depres- 
sion, were increased from 25 cents to 
40 cents quarterly. Last year was one 
of recovery in the sales and earnings of 
department stores generally but the 
showing made by May bettered the 
average by a considerable margin. 
While the relative degree of improve- 
ment in the current year cannot be ex- 
pected to be as pronounced, there are, 
nevertheless, factors in the company’s 
outlook which would seem to be clearly 
in its favor. 

The company operates a system of 
department stores made up of six units 
and located in the cities of Akron, 
Cleveland, Los Angeles, Denver, St. 
Louis and Baltimore. All of these are 
large and established stores, modern in 
every respect and the merchandise han- 
dled is of the type to appeal to medium- 
class buyers. Each of the various stores 
is under an individual management but 
they are given the advantages of large- 


N 1932 there was a rather thorough- 
going revision in the management 
personnel of the United Fruit Co., 

which, among other things, placed 
Samuel Zemurray, formerly of the 
Cuyamel Fruit Co., in complete charge 
of operations. Last year the company 
experienced the best results since 1930. 
While undoubtedly the improvement in 
general conditions contributed to make 
possible this showing, it is understood 
that the many changes effected under 
the experienced guidance of Mr. Ze- 
murray were responsible in no small 
measure for the marked reversal in the 
company’s affairs. Thus it would ap- 
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through co-operation with a New York 
ofmce. In recent years large expendi- 
tures have been made in making addi- 
tions and improvements and with in- 
creased facilities and various special 
services the company has been able to 
strengthen the prestige and competi- 
tive position of its stores. 

The various industrial cities where 
May stores are located were rather 
heavily hit by the business depression 
with the result that earnings dropped 
sharply from about $4,000,000 in 1931 
to less than $950,000 in the fiscal year 
January 31, 1933. In the latter year, 
as stated, the company earned only 77 
cents a share on its stock as compared 
with $1.75 and $3.03 in 1932 and 
1931, respectively. But with the re- 
turn of confidence and workers to jobs 
last year, there came a decided change 


United Fruit Co. 
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pear that stewardship of United Fruit is 
in competent hands—an important 
consideration at this time when hardly 
a day passes when new business prob- 
lems are not confronted. In an organi- 
zation having the size and scope of 
United Fruit, the management is a fac- 
tor of vital importance. 

The company is credited with pro- 





for the better in the company’s sales 
and earnings. Actually sales increase 
about $4,000,000 to around $76,500,- 
000. There is, however, room for con- 
siderable further improvement as indi- 
cated by the fact that sales volume in 
1931 was over $101,600,000 and in 
1932 sales exceeded $93,000,000. Last 
year the company was able to show a 
net profit of 4 cents for each $1 of 
sales and on this basis, the stock could 
earn over $3 a share on the same vol- 
ume of business as in 1932 and around 
$3.50 with sales on a par with 1931. 
There are 1,230,423 shares of stock 
outstanding; there is no funded debt or 
preferred stock. Consequently, the 
company would seem to be in an ex- 
cellent position to promptly pass along 
increased earnings to stockholders in 
the form of a larger dividend. This 
conclusion is given further support by 
the company’s excellent financial posi- 
tion. Cash alone of over $8,500,- 
000, as of January 31, last, was more 
than double all current liabilities. All 
in all the shares would seem to meet 
satisfactorily the requirements of a more 
conservative type of equity investment. 


ducing 65% of the total world’s supply 
of bananas, which are grown on its 
own plantations in various countries 
bordering upon the Caribbean Sea. It 
likewise ranks as one of the largest pro- 
ducers of sugar in Cuba; operates a 
fleet of nearly 100 steamships; and has 
railroad facilities aggregating about 
2,300 miles of track. The company 
operates radio facilities, hotels and pro- 
vides housing accommodations for its 
employees in its producing centers. A 
large volume of freight and passenger 
business is transported by the com- 
pany’s fleet and it holds a ten-year 
contract, dating from 1930, to carry 
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U. S. mail, involving total revenues of 
$18,000,000. 

Considering the fact that the com- 
pany accounted for only 46,000,000 
stems of bananas last year, considerably 
less than normal, owing to severe tropi- 
cal storms and floods, the ability to 
show earnings of $9,241,000 as against 
$5,707,221 in 1932, may be regarded 
as a distinct achievement. Higher 
prices for both sugar and bananas 
aided in offsetting lower production, as 
did increased foreign revenues in terms 
of dollars. With the prospect that cur- 
rent sales of bananas will be substan- 
tially larger than last year and aug: 


Commercial Credit Co. 


T IS no exaggeration to say that the 
| earnings of Commercial Credit 
Co., soared last year. From the 
level of $142,336 in 1932, profits regis- 
tered a gain of 1,900% to $2,831,863, 
and dividends, which were not fully 
earned on the senior preferred stocks 
in 1932, were recently resumed on the 
common shares. This remarkable show- 
ing was not the result of unusual cir- 
cumstances, such as inventory write- 
ups, but an actual increase in the vol- 
ume of its business. 

Confounding all of the prophets of 
disaster, as to the inevitable fate of the 
installment financing companies in a 
period of business depression and un- 
employment, the Commercial Credit 
Co., and other similar organizations. 
have fared better under the duress of 
the past several years than many other 
financial institutions. Proportionately, 
losses have been practically negligible. 
The automobile industry is one of the 
chief sources of installment financing 
and as late as 1932 Commercial Credit 
derived as much as 65% of its business 


N THE fall of 1928, General Mills 
initiated dividends at the rate of 
$3 annually on its common stock. 

This same dividend is being paid today, 
having been maintained continuously 
throughout the depression _ period. 
What’s more, it was earned in each 
year by a comfortable margin. Judged 
by any standard, this is a record to 
which the company may well point 
with pride and assuredly entitles the 
shares to a place in a selected group of 
investment common stocks. 

General Mills is in effect a holding 
company, having been formed for the 
purpose of uniting in a single group a 
number of established flour-milling 
companies. Contrary to frequent ex- 


perience, this was a boom-time merger 
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mented by a larger movement of freight 
and passenger traffic, further expansion 
in profits is probable. In fact profits 
for the first quarter were officially esti- 
mated at $1,604,000, an increase of 
nearly $600,000 over the first three 
months of 1933. There is also a possi- 
bility that Cuba will be given an in- 
creased tariff preferential for sugar, 
which, of course, would be helpful to 
United Fruit. 

Applied to the 2,925,000 shares of 
common stock, outstanding, profits last 
year were equal to $3.18 a share. In 
1932 the stock earned $1.96 a share. 
At the end of 1933 the company had 
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from that source. The company, how- 
ever, has made notable progress in 
diversifying its activities and is at the 
present time engaged in financing in- 
ctallment nurchases of electric refrizer- 
ators, radios, silver and other products. 
Last year, acquisition of the Textile 
Banking Co. gave the important posi- 
tion in the textile factoring field. 
Reflecting the success of the manage- 
ment in paring operating costs, the 
company, in the second half of 1933, 
was able to increase profits nearly 20% 
over those for the same period of 1931, 
despite the fact that the actual volume 
of financing was only 1% greater than 
in the latter period. From the stand- 
point of common stockholders, the re- 
cent showing was even more significant. 
Income available for the junior shares 


General Mills, Inc. 
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that has worked out to advantage. At 
the present time the organization com- 
prises nineteen flour mills, ten feed 
mills and two cereal mills, which are 
strategically located throughout the 
principal grain producing regions of 
the country. Perhaps the company’s 
best known brand of flour is “Gold 
Medal” although, among others, much 
good will attaches to “Rex,” “Ama- 
ryllia,” “Heliotrope” and “Pride of 
Perry.” In addition, General Mills pro- 


current assets of nearly $49,000,000 
whereas current liabilities were less 
than $9,000,000 and at the end of 
March, last, cash and government se- 


curities totalled $36,800,000. Obvi- 
ously, the company could well afford 
the recent extra dividend of 50 cents a 
share and it is quite possible that the 
shares will be placed on a $3 dividend 
basis later in the year. The company 
may also elect to retire its debt to the 
Government amounting to $13,802,375. 
On the whole, the shares should appeal 
strongly to the investor to whom fun- 
damental strength rather than spectacu- 
lar possibilities is desirable. 


rose 75% over 1931, due in part to the 
substantial reduction in funded debt 
and preferred stock in the interim. On 
July 1, next, the company will redeem 
the entire amount, $2,657,500, of its 
514% notes due 1935, thereby eliminat- 
ing all of its secured debt. All back 
dividends on the class A shares were 
paid off last year, and earlier this year 
dividends were resumed on the common 
stock with a quarterly payment of 25 
cents. 

Last year the common stock earned 
the equivalent of $1.52 a share and 
with the company’s business continuing 
to register progressive gains in the cur- 
rent year, profits of from $2.75 to $3 
on the common would seer well with 
the realm of possibilities. Earni>gs this 
year should respond to improve gen- 
eral business conditions and with the 
probability that Chrysler Corp., with 
which the company has a contract will 
maintain its strong competitive position 
in the automobile industry, the shares 
possess a better-than-average speculative 
background. 


duces a number of special flours and 
bakers’ flours, as well as a number of 
specialties for which large sales volume 
has been developed through the medium 
of extensive advertising. These include 
“Wheaties” and “Bisquick.” 

By conducting hedging operations in 
the purchase of wheat, the company 
has been able to avoid any embarrass- 
ment resulting from fluctuations in the 
wheat market. While it cannot pro- 
tect itself in the same manner with re- 
spect to feeds, careful control of pro- 
duction and adequate reserves serve to 
keep losses negligible. On the whole, 
it is a business which is characterized 
by a high degree of stability, with earn- 
ings governed for the most part by de- 

(Please turn to page 53) 
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Taking the Pulse of Business 


Steel Operations Advance 


HE return of President 
Roosevelt, refreshed 
from his fishing trip, 

has been followed by a cor- 
respondingly refreshing 
change for the better in the 
character of contemplated 
legislation. In an effort to 
idjourn by May 15, it now appears that Congress will have 
to abandon action on such objectionable measures as the 
thirty-hour bill and the Wagner labor bill, and tone down 
considerably the proposed law to regulate stock exchanges. 
There is also a strong probability that the Federal Securities 
Act of 1933 will be so amended as to revive the market for 
new securities. At present writing, the fate of silver legis- 
lation still hangs in the balance; but the outcome is not of 
such immediate importance to business as the heated argu- 
ment over the subject would seem to imply. Monetary 
measures already adopted have made it possible to more than 
double the country’s deposit currency without materially 
raising the Cost of Business Credit. The addition of sev- 
eral more billions in silver certificates to member bank re- 
serve balances would not necessarily hasten the advent of 
inflation; though it would make the inflationary movement, 
once started, much more difficult to control. 

Meanwhile, neither bond prices nor the Common Stock 
Index have been greatly perturbed by the legislative battle 
in Washington. Common stock prices, it is true, have 
failed to respond as they otherwise would to the first quar- 
ter’s improvement in business conditions; but bond prices 
have crept steadily upward under the spur of cheap money. 
Agricultural prices, especially for wheat, have weakened 


— Decline in Copper Stocks 
—Improving Oil Outlook 
— Shoe Production Lower 


— Threat of Foreign Cotton 


somewhat in disappointment 
over the outlook for further 
silver legislation and under 
pressure of unwieldy world 
carryovers. Such recessions 
compare unfavorably with 
the swift advance last year 
at this time, and the com- 
bined effect of these opposing trends has caused a sharp de- 
cline in our index of raw material prices, which expresses 
current prices of the world’s staple commodities in per- 
centages of corresponding prices of the previous year. 
Similar comparisons are partly responsible for the reces- 
sion in our Business Activity index, which compares the 
current volume of business with conditions obtaining a year 
ago when swift recovery was in progress. Yet not all of 
the decline in this index is to be explained by the excep- 
tional gains of a year ago; since, even when expressed in 
terms of normal, it appears that the physical volume of pro- 
duction, distribution and trade has receded during the past 
fortnight to 77.5%, from 80.4% which was the highest 
point yet reached on the recovery. This recent decline in 
business activity is partly traceable, not to any fundamental 
weakening in the economic situation, but rather to the al- 
most irrelevant circumstance that the new soft coal code, 
with its higher wages and prices, went into effect on the 
first day of April. For weeks prior to that date the mines 
had been producing at a rate far in advance of current con- 
sumption in order to meet the demand of foresighted cus- 
tomers who were accumulating low cost fuel supplies. 
Immediately costs were increased the output dropped by 
40%, which also suffices to account for the recent recession 
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in car loadings. This decline is currently being reversed. 

Some slowing down in business activity is also chargeable 
to an abrupt drop in retail trade following the great pre- 
Easter bulge in March which pushed department store dollar 
sales up to 44% beyond last year’s low level and even 
brought an improvement of 13% in unit sales, the first phy- 
sical increase since August on a yearly comparison basis. 
In the natural reaction which has since followed it is esti- 
mated that dollar sales during the first half of April receded 
to 10% beneath last year’s volume. 

Such recessions are probably mere interludes in the up- 
ward surge of business which seems likely to set in after the 
adjournment of Congress; provided the Securities Act is 
so amended as to permit release of the present pent up de- 
mand for,capital goods. 


The Trend of Major Industries 


STEEL—The steel ingot rate has risen to 52% of 
capacity under pressure of specifications against orders 
placed before the higher prices went into effect last week. 
It is estimated that actual consumption at the present time 
would keep the country’s mills operating at an average rate 
of around 50%: so that any excess above this would indi- 
cate stocking by consumers in anticipation of yet higher 
prices. Earnings of the larger companies during the first 
quarter were generally somewhat under the fairly credit- 
able showing made during the fourth quarter of last year 
and, even at the higher operating rate, profits during the 
second quarter can scarcely be satisfactory; since most of 
the shipments will consist of material ordered before recent 
price advances went into effect. Thus it appears that the 
ten days’ notice of price changes prescribed by the code 
amounts in practice to a three months’ notice. 


METALS—Features of the non-ferrous metal markets 
since our last issue have been the advance of copper to 8!/2 
cents in anticipation of signing of the code which has 9 cents 
as its ultimate objective; and the weakness of silver under 
prospects that further aid to that metal may not be voted at 
the present session of Congress. Other metals have been 
quiet. World stocks of copper were reduced by 45,000,000 
pounds in March, which brings the total decrease since 
January 1, 1933, to 
396,000,000 pounds, or 


legislation in that state. Removal of this disturbing influ- 
ence should go a long way toward stabilizing the gasoline 
market which had become almost demoralized by the mar- 
keting of products refined from this oil, evading taxes and 
submitting to no price code. Secretary Ickes has completed 
his new bill to correct defects in the oil code and will 
shortly submit it to President Roosevelt for approval. If 
passed at this session of Congress, the oil situation should 
be greatly strengthened. Meanwhile production is being 
held down to an excess of less than 100,000 barrels daily 
above the new Federal allowable of 2,283,000 barrels. 


TEXTILES—American mills consumed 15% more cot- 
ton in March than in February, and 10% more than in 
March of last year. Exports ran about 1% of domestic 
consumption and 14% ahead of March, 1933. World pro- 
duction of cotton during the current season will total about 
24,913,000 bales, compared with 23,505,000 last season and 
26,535,000 two seasons ago. Foreign growths will total 
12,103,000, compared with 10,544,000 last season and 
9,658,000 two seasons ago. 


SHOES—With the shoe industry having produced the 
bulk of its Easter needs in February, production in March is 
believed to have receded to about 28,500,000 pairs, com- 
pared with an estimate of 31,000,000 for February, and 
28,556,000 in March, 1933. Production for the first quar- 
ter is placed at about 4% ahead of the corresponding period 
a year ago. Hide prices during the past few weeks have 
been advancing seasonally. 


CONTAINERS—Tin can demand from meat and vege- 
table packers, and from paint and varnish manufacturers, 
has shown a gratifying improvement so far this year, and 
the earnings of can makers are gaining steadily. 


Conclusion 


The prospect that Congress will adjourn soon without 
enacting some of the more objectionable legislation has 
given a tone of greater confidence to the stock market; 
though another unwieldy carryover and lessened hopes 
for immediate silver inflation have depressed grain 
prices and_ brought 
about a slight recession 





slightly more _ than 
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25%. Phelps Dodge, 
now operating at 20% of 
of capacity for domes- 2 
tic account, plans to 
step up _ operations 40 
shortly to make deliver- 
ies of the metal sold 
abroad. World visible 
stocks of tin on April | ~ 
were only 47% of the z 
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tic zinc stocks were off 











power, which now 
stands at only 63% of 
the 1926 level. Cur- 
tailed operations at soft 
coal mines, and a sharp 
post-Easter drop in de- 
partment store sales, 
have caused a fairly 
heavy recession in the 
volume of business 
since our last issue, 
which has been accen- 
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Common Stock Price Index 
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Number $A 
High Low Close of twee COMBINED AVERAGE “High Low Apr.7 Apr.14 “Apr. 21) 
71.3 22.7 62.9 93812 (1925 Close—10C) 71.2 651.8 66.9 67. 68.2 
116.0 26.8 68.6 5 Agricultural Implements.... 105.7 .8 87.0 87.9 87.9 
8 7.3 f7.4 Re a ree 42.3 25.7 39.2 408 39.6 
60.9 12.4 41.3 14 Automobile Accessories.... 58.9 39.6 64.6 54.2 57.3 
22.7 7.8 18.0 13 Automobiles. 24.9 18.0 238.1 23.3 23.1 
102.9 41.8 61.6 5 Aviation (1927 Cl.-100) . $2.5 61.6 80.3 78.6 80.3 
26.56 6.1 12.2 4 Baking (1926 Cl.-100) .. S26: 23:30 4465 8 16:2 
157.5 79.9 145.6 2 ee eee 150.0 130.5 140.0 142.6 141.3 
357.1 86.8 207.0 3 Bot. & Cks. (32 Cl.-100)... 240.9 198.2 212.8 219.9 233.8 
128.8 39.8 107.6 5 Business Machines........ 186.0 102.0 127.5 130.1 130.7 
191.1 92.9 189.1 RO MM ees Soiaemsiis es 3 .. 204.3 184.5 199.3 202.9 204.3 
238.2 71.5 193.6 a er 210.5 186.3 190.5 190.5 194.5 
34.8 11.3 28.0 16 §Construction........... .. 87.2 27.0 38.2 338.6 34.4 
81.0 20.3 54.9 a. Baer 0 SOR C2 COS COS GES 
47.7 23.0 25.7 2 = Dairy Products. oe. SET B67 S23 2:0 36:7 
27.3 6.6 19.6 8 Department Stores . ... 26.8 19.3 24.6 25.3 25.4 
89.0 45.3 57.0 9 Drugs & Toilet Articles.... 84.0 57.0 80.2 81.9 84.2 
104.0 35.6 75.4 4 Electric Apparatus......... 91.3 73.2 81.0 81.7 84.8 
104.6 33.2 103.8 2 Finance —. beta ate br 178.3 103.8 161.9 176.5 178 .3h 
75.2 32.6 52.0 5 Food Brands.. ceeeees CBO Cl Gt GS 68:6 
77.5 40.5 658.6 4 Food Stores.. crsecsee Baek Oe @€620 66.9 3 
1365.0 481.2 1180.8 3 Gold Mining .. ...... 1825.0 1125.0 1283.0 1251.0 1237.0 
30.3 10.5 26.0 & Household Equipment Mase ietee 35.1 25.1 34.2 34.9 35.1h 
38.0 14.5 23.1 6 Investment Trusts......... 81.8 22.2 27.9 27.8 28.4 
360.0 85.0 244.6 2 = Liquor (1932 Cl.-100)...... 295.5 232.0 295.5 291.0 283.0 
47.4 13.5 39.4 S De Omer... 3... .... 68.4 87.7 650.8 6506 61.7 
120.3 21.9 57.2 3 Meat Packing.. 88.6 57.2 88.1 88.6 84.6 
136.4 30.1 132.6 11. Metal Mining & ‘Smelting. . 160.1 126.6 157.9 157.5 154.3 
83.4 29.3 66.0 25 Petroleum......... 86.8 66.0 83.1 79.8 81.0 
30.2 6.7 15.3 3  Phonos & Radio (1927-100) 24.5 15.2 22.3 23.6 24.4 
104.0 40.8 49.0 20 Public Utilities............ 72.8 47.2 63.4 64.5 65.7 
69.4 17.7 53.4 8 Railroad Equipment.. .. 66.2 61.8 62.3 61.8 62.8 
63.0 16.3 34.5 | ae 62.0 34.0 48.1 47.3 48.3 
44.3 6.2 30.0 3 Shipbuilding......... 60.2 29.4 47.8 47.9 47.7 
148.6 57.8 126.7 2 Soft ay (1926 Cl.-100).. 150.3 123.0 141.6 144.1 150.3h 
69.1 19.1 61.8 oc ee DC ee 77.0 651.6 66.4 66.1 67.2 
29.5 7.3 21.3 SARA A ee +s 28.8 20.6 SI.5 30.4 36:8 
216.5 79.3 200.8 i RINNE osx ig ol cass 0le.ss. 9 618 214.0 185.8 197.5 192.4 196.2 
82.3 28.1 61.4 3 Telephone & Telegraph. . 70.3 61.4 64.6 64.3 64.6 
82.2 22.5 49.1 i eae ... 65.8 48.8 61.3 62.0 62.6 
25.1 3:0 22-0 5 Tires & Rubber 14.6 10.4 13.3 13.3 14.0 
90.2 46.2 69.4 4 Tobacco.. cocvisnces See G0 0 TWF FES 
57.2 22.3 57.2 BC oiserscy cv nos oeens 57.2 46.0 47.6 48.3 66.4 
562.9 23.3 43.6 3 ~=Variety Ginven........ 117.1 43.6 94.0 94.8 103.5 
h—New HIGH since 1931. 
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Answers to Inquiries 





The Personal Service Department of THE MacazinzE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of your broker. 
your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 


ww 


No inquiry 


Confine your request to three listed securities. 
will be answered which does not enclose stamped, self-addressed envelope. 


This service in conjunction with 


It is subject only to 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requir-.g additional service. 





CONTINENTAL INSURANCE CO. 

Would you buy Continental Insurance 
at today’s prices? I have been advised to 
buy its stock as offering the advantages of 
an investment trust, plus earnings from in- 
surance. I will be guided by your opinion 
as - og — atcgege? im the past.— 
R. New Y ork, 

eee insurance companies, as a class, 
were particularly hard hit by the col- 
lapse of equity values which took place 
in the latter part of 1929 and continued 
almost without interruption for more 
than three years. The Continental In- 
surance Co. is no exception to this rule, 
since it had and still has a large per- 
centage of its holdings in common 
stocks. Not only did investment in- 
come drop sharply during the depres- 
sion, but underwriting profits also 
tended downward in reflection of de- 
clining real estate values. Fire losses 
last year, however, are understood to 
have been the lowest in many years 
so that profits from underwritings off- 
set lower investment income and en- 
abled the company to report earnings 
equivalent to approximately $3 a share 
against $2.15 a share for 1932. With 
an enviable record of underwriting 
operations for more than fifty years, 
there is little question but that Conti- 
nental will experience further increased 
income from this source which should 
later be supplemented by higher in- 
vestment income. Thus, the company 


would appear to have most of the ad- 
vantages of the better managed invest- 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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ment trusts as well as a constant source 
of fresh capital in the form of under- 
writing premiums. While the stock is 
somewhat speculative because of the 
fact that its liquidating value closely 
corresponds to general market move- 
ments, we feel that the improved out- 
look for the stock market, generally, 
fully justifies a commitment in the 
capital stock around prevailing reason- 
able quotations. 


BROWN SHOE CoO. 


I bought 100 shares of Brown Shoe on 
margin last year at 374%. I am considering 
buying this stock outright as an investment, 
but first I will appreciate your views on 
its earnings and dividend prospects, and its 
outlook marketwise—P. P. H., Boston, 
Mass. 

As the third largest producer in the 
United States, the Brown Shoe Co. par- 
ticipated fully in the generally im- 
proved demand for shoes last year. 
During the 6 months ended October 
31, 1933, the company is understood 
to have produced 7,953,866 pairs, 
which was a new record for the period. 
In addition to increased unit sales, ris- 
ing prices permitted the company to 
report for the fiscal year ended October 
31, 1933, a net income of $1,436,844, 
equivalent to $4.89 a share on the com- 
mon stock, after allowing for dividend 
requirements on the cegiaeg! This 
compared with $1,061,299, or $3.35 a 


common share in the previous fiscal 
year. Although dollar sales during the 
latest period were lower than in either 
the fiscal years 1930 and 1931, and ma- 
terially less than during the years in- 
cluding and immediately preceding 
1929, increased operating efliciency per- 
mitted profits comparable to those ob- 
tained in pre-depression years. Tota! 
current assets of $13,640,049 as of 
October 31, last, were approximately » 
times total current liabilities, while net 
working capital showed an increase of 
$632,936. Although the industry’s 
N R A code has undoubtedly raised 
costs moderately, this should be more 
than offset by higher shoe prices. While 
further earnings gains may be more 
gradual, Brown Shoe Co.’s excellent 
record and promising outlook suggests 
the advisability of retaining your hold- 
ings both for income and moderate 
price enhancement. 


B. F. GOODRICH Co. 


As a new subscriber, I will appreciate 
your views on B. F. Goodrich Co. I am at 
a loss to fathom the slow recovery of this 
cempany’s common stock as compared with 
most industrials. I have 150 shares bougiit 
last year at 18, and am now wondering if 
| made an error in judgment—G. F 
Brooklyn, N. Y. 


Producing a broad line of rubber 
specialties and tires, B. F. Goodrich Co. 
((Please turn to page 45) 
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39 points profit--no losses 


to date this year? 





Profits of 59!/g points have TT 
been made available to sub- 
scribers of The Investment 
and Business Forecast since 


| How Subscribers Made 
Profits This Year 


steadily and actively, regis- 
tering new highs for the year. 
These were two of our recom- 


| 
Points is « ‘ 
Profit | mendations which we advised 


the first of this year. Even | “oe 21/2 | closing out recently, in or- 
clients with limited funds who Bargain Indicator DA peat en pr 
operate in |0-share lots were —Dividend stocks ee er eee 
enabled to secure a gross Unusual Opportunities 26!/, | perigee vival bins 
return of $591.25. Those us- || —Low-priced issues ee which they should move up 
ing larger capital, of course, | 591/. | sharply. 

took proportionately greater Dollar Profits 

profits. || (10-share lots) ...... $591.25 || Selecting New Market 


Scientifie Rotation 
Vs. 





COMPLETE SERVICE FOR 
SIX MONTHS ONLY $75 


Leaders for 
Near Term Profit 








A Hold-and-Wait Policy 


Since January 2nd, although the Dow-Jones 
Industrial Average has advanced less than 6%, 
our subscribers have been quided toward accept- 
ing a 28% gross appreciation in their capital. 
This clearly illustrates the superiority of a flexible 
program which keeps your funds actively em- 
ployed in present and potential market leaders— 
as opposed to merely buying stocks to hold indefi- 
nitely, regardless of intermediate fluctuations. 


For example, you probably noticed how Radio 
Preferred B and Mclntyre Porcupine advanced 


90 BROAD STREET 


time to reach you.) 


i TRADING 
ADVICES 


_[ __ UNUSUAL 


C] BARGAIN 
INDICATOR 














oe EE ENVESTMENT AND BUSINESS FORECAST... 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I understand that regardless of the 


telegrams I select I will receive the complete service outlined by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on ali recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has had 


Short-term recommendations following the intermediate rallies and declines (to secure profits 
that may be applied to the purchase of investment and semi-investment securities). Four te six 
wires a month. Three to five stocks carried at a time. $800 capital sufficient to purchase 10 
shares of all recommendations on conservative margin. 


Speculative investments in low-priced but sound issues that offer outstanding possibilities for 
market profit. Three to four wires a month. Tliree to five stocks carried at a time. $500 capi- 


OPPORTUNITIES tal sufficient to purchase 10 shares of all recommendations on conservative margin. 


Dividend-paying common stocks entitled to investment rating, with good profit possibilities. 
Three to five stocks carried at a time. $800 capital sufficient to 
purchase 10 shares of all recommendations on conservative margin. 


Three to four wires a month. 


rT rrERt rey CEPT LTT RES CR SCE REL ER CTL TET ETO TT CAPITAL OR EQUITY AVATEABEES 0.6 6:.60.:5 04 c0ccnwses 


ET ES eS oe EERIE er ee ee ee re ee are ee rare ee 


Lt | i oe eee eR a ee a ae eee ee eR ee error ee 


Our specialists have just 
uncovered several sound securities, which, in our 
opinion, offer exceptional possibilities for enhance- 
ment. Substantial advances should get under- 
way upon the issuance of their latest earnings 
reports. While the market is in its present ac- 
cumulative area these selected stocks are avail- 
able at attractive levels. 

To take full advantage of our immediate cam- 
paign, mail your enrollment on the coupon below 
today and telegraph us collect ‘Remittance in 
mail. Wire advices of .......... department." 


NEW YORK, N. Y. 
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| Electric Bond and 
Share Company 


Two Rector Street 
New York | 











Quotation Record | | 


of Stocks 


Contains approximately 100 pages of 
important statistical data on all stocks 
dealt in on New York Stock Exchange, 
New York Curb Exchange and other | 
leading stock exchanges. 
Contents include price ranges, current | 
yields, price trends, capitalizations. rat- | 
ings, dividend records, yearly and in- | 
terim earnings, ete | 

Copies will be sent upon re- 

quest to those who address us 

on their business letterhead. 


Odd Lots—100 Share Lots 


M. C. Bouvier & Co. 


| 
Members New York Stock Exchange 
| 


Members N. Y. Curb Exchange (Assoc.) 


20 Broad St. New York 

















CONTINENTAL CAN COMPANY , Inc. 
A regular quarterly dividend 


of seventy-five cents (75¢) per 
Gu share on the common stock of 
this Company has been declared 


Payable May 15, 1934, to stock- 
holders ef record at the close 
of business April 25. 1934. Books will 
not close. 
J. B. JEFFRESS, JR., Treasurer. 








The “‘Speed”” of Money— 


us many economists and 
practical men term the 
putting of money into 
the hands of people who 
are willing and realy to 


portance. 


the speed of recovery, it 
behooves every executive 
of finance and _ invest- 
ment to also increase the 
‘*speed’’ of their money. 
We are sure that an ap- 
propriate method would 
“; be for you to purchase 
from Shotland and Shot- 
land the new custom 
tailored clothing that 
| \ you have badly needed— 
Ml | \ but deferred getting— 
ii | 
| 








until tomorrow. 
| To-day is the day—and 
\ you’ll be just in time 
\ to select from our new 
4 Spring fabrics and de- 











| signs, Our prices are in- 

tp deed a revelation in the 

VA finest custom tailored 

j values at real economy 
cost. 


BRyant 9-7495 


Shotland & Shatland 


SE NOS «at 


574 FIFTH AVENUE .- (at 47th Street) - NEW YORK CITY 
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spend it—is of vital im- | 


And to personally aid in | 





New York Stock Exchange 
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RES Ce Pe ee ee Ss 

Atlantic Coast Line............... 44 
B 

Baltimore & Ohio................ 213% 

Bangor & Aroostook.............. 3534 

Brooklyn-Manhattan Transit...... 5044 
= 

Canadian Pacific . : 5.3458 ee 

Chesapeake & ian ee. .. 81% 

C. M. & St. Paul & Pacific........ 4% 

Chicago & Northwestern.......... 14% 

Chicago, Rock Is. & Pacific....... 1634 
D 

Delaware & Hudson... ,ine oo5) ne 

Delaware, Lack. & Western....... 45% 
E 
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G 

Great Northern Pfd............... 25 
H 

Hudson & Manhattan............ 3034 
I 

OSS 24% 

Interborough Rapid Transit....... 1454 
K 

Kansas City Southern...... .. 16% 
L 

UNNI PNUD 5 95 cic wis ons: ass0: 6 2914 

Louisville & Nashville. ere. | 
M 

Mo., Kansas & Texas....... aaa 

Missouri Pacific............ ere: | | 
N 

New York Central . Sree 

N. ¥., Chic: & St. Louis. ob sagas 

N. Y., N. H. & Hartford.......... 3154 

nN. 7. nat & Western......... 1534 

Norfolk & Western. ese rer, 

Northern Pacific....... .cssses OOS 
P 

PRE 605.5). oss ate s <Sai 2334 

Pere Marquette................. 18 
R 

MS Sece ie yis5 6 5e4 be wees. 6214 
Ss 

St, Touie-Gaen Pran................ 656 

Southern Pacific................. 3754 

Southern Railway................ 18% 
U 

SURE css) co.55u oe he asus 9416 
Ww 

Western Maryland .............. 11°¢ 

Co ere i 4%, 
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Ne 94 
Air Reduction, Inc.......... ee 
Alaska Juneau.. Sate ma ten axe = OU 
Alleghany Corp............. re 356 
Allied Chemical & Dye.. ere. kf 
Allis Chalmers Mfg............. 153% 
Amer. Brake Shoe & Fdy......... 17% 
BIN I ono. 5.0 55:50:00 0 os 005s 13% 
SS | es 
Amer. Com’! Alcohol........ ta 27 
American & Foreign Power...... 15 
Amer. International Corp......... 12 
Amer. Mach. & Fdry............. 224% 
Amer. Power & Light............. 1714 
Amer. Radiator & S.S............ 124% 
Amer. Rolling Mill............... 1814 
Amer. Smelting & - aed eas On 
Amer. Steel Foundries . re, |) 4 
Amer. Sugar Refining........ 

Amer. Te!. & Tel..... 
Amer. Tobacco Com. 
Amer. Tob. B.. ees: 8 
Amer. Water Works & Elec....... 34% 
I vce in sce noes newness 10 
RES eras 397% 
Anaconda easoer opens 5 au oe 
Armour Ill. A.. Son elec 234 
do B.. Gok faves aes Oe 
Atlantic Refining................. 21% 
rrr ree re 16134 
ee eee 8% 

B 
Baldwin Loco. Works............ 12 
NII ss niséa v6.0.0 58a s 6b n0s 7 
Beatrice Creamery............... 43% 
Beech-Nut Packing.............. 4534 


1982 


Low 


154 
307% 


“4 
% 


4216 
4 


6% 
2954 


ee a 
co Se S Shs co on co to t9 ~g 20 29h to 
NS a GS <Q SS 


on 
Oo 


Bo 
: 
RMS 


1933 
High Low 
80% 345% 
59 16! 
87%, = 8% 
4134 20 
414 892134 
20%, 74 
491g 245 
1134 . 
16 14 
1014 2 
9334 375% 
46 1714 
2534 334 
3334 454 
19 614 
5034 814 
1334 4% 
2474 614 
2734 854 
671, = 21g 
171% 5% 
104% 1% 
5814 14 
27% 8K 
34% et 8 
177 1114 
34% 954 
421, = 1834 
37 3% 
6215 2814 

9 % 
3834 111% 
36 4% 

132 6114 

16 4 
915 1 


1933 


Se 5 
= S| 


P\ Not 


= 


\O\ 


70 


45 


/ 


1934 
High Low 
73%; 54 
5414 39 
34'5 2214 
46', 395 
36144 284 
184% 38123; 
4774 391, 
84 41; 
15 65% 
614 234 
7314 63 
3334 2216 
247, 137% 
3216 = 185% 
121¢ 14 
387, 2815 
1344 17% 
1914 11 
21144 18 
61'< 4814 
147, 8 
6 3 
4545 31's 
2534 15 
24'¢ 1414 
115 8 
181 161 
8534 = 21) 
39% 3962914 
33 16', 
B65c 43 
45% 23% 
3334 18! 
36156 2334 
1337; 110! 
1714 83; 
8!5 23, 


1934 
High Low 
117 655 
10614 93%, 
23% 1914 
5% 23 
160%, 144 
23% 1614 
38 28 
10734 941% 
33% 2314 
621, 47 
1334 734 
11 614 
193 13 
1214 575 
175, 1334 
28144 17% 
614, 404 
26% 19 
61 46 
125144 10734 
823, 6514 
8415 67 
275, 1634 
17% «111% 
8334 615% 
1734 18% 
8 4% 
3% 24% 
3514 92814 
573, = 4714 
1054 5% 
16 11 
10 1% 
18 103% 
66 58 


4/18/34 


Last Div’d 
Sil2 $ Per 
Share 
69 

48!¢ 


2914 


44), 21% 


3354 

1654 
473, 2.80 
65¢ ie 
131, 

454 

6515 

2815 


23 


29 


607, ‘ANS 


181 *10 


29%, 


Last Div’d 
Sale $ Per 
4/18/34 Share 


934 


ne 
a 
to 
xX 
: ~2 o. ge: 


17% 
161% 
73% 
354 - 
291% 1 
491 2 
8% aX 


a 18; 


1314 if 
66 3 











Ben 
Best 
Beth 
Bohr 
Bord 
Borg 
Brig; 
Burr 
Byer 


Cana 
Case 
Cate: 


Cerr 


Firest 
First 
Fox F 
Freep 


Gene: 
Gene! 
Gene 
Gene 
Gene 
Gene: 
Gene! 
Gene! 
Gene: 
Gillet 
Gold | 


Inter. 
Inter. 
Inter. 
Intern 
Inter. 


J ohns. 


Kelvin 
Kenne 
Kresg 
Kroge 


Lambe 
Lehme 


Lorilla 


for | 


\v 


on 





Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 


B 
Bendix Aviation. 
Best & Co.. 
Bethlehem Steel Corp. 
Bohn Aluminum. 
Borden Company. aaer 


Borg Warner........... er nes 


Driggs TEtE........... 


Rurteertn ee Machine. e. Gass 


Byers & Co. (A 


Cc 


Canada Dry Ginger Ale. 
Case, J. 

Caterpillar Tractor. 
Celarese Corp..... oN 
Cerro de Pasco Copper : 
Chesapeake Corp. . 
Chrysler Corp..... 
Coca-Cola Co. 
Colgate-Palmolive-Peet . . 
Columbian Carbon.. 
Colum. Gas & Elec... 
Commercial Credit . 


Commercial Solvents .. 


Commonwealth & Southern....... 


Congoleum-Nairn.. 
Consolidated Gas of N. Y.. 
Consol. Oil . 

Continental Baking Cl. A. 
Continental Can, Inc. . 
Continental Insurance... 
Continental Oi! .. 

Corn Products Refining. . 
Crown Cork & Seal........ 
Cudahy Packing. 

Curtis Wright, Common 


D 


Diamond Match. . 
Dome Mines... 
Dominion Stores ..... 
Douglas Aircraft... . 
Du Pont de Nemours. 


E 


Eastman Kodak Co. 
Electric Auto Lite... 
Elec. Power & Light .. 
Electric Storage Battery 
Endicott-Johnson Corp. 


F 


Firestone Tire & Rubber 
First National Stores 
Fox Film. Cl. A.. 
Freeport Texas Co. 


G 


General Amer. nee 
General Asphalt. . Pe 
Genera! Baking. . 

General Electric. . . 
General Foods...... 
General Mills.......... 
General Motors Corp...... 
General Railway Signal. . 
General! Refactories...... 
Gillette Safety Razor. 
Gold Dust Corp....... 
Goodrich Co. (B. F.) es 


Goodyear Tire & Rubber. Rassias 


Great Western Sugar. 


H 


Hershey Chocolate........ 

Houston Oil of Texas (New) . 
Hudson Motor Car.... a 
Hupp Motor Car.... ; ; 


I 


Ingersoll-Rand . 

Inter. Business Machines. 
Inter. Cement...... ; 
Inter. Harvester. 

Inter. Nickel. 

International Shoe . 

Inter. Tel. & Tel.. 


7 
Johns-Manville.... . 


Kelvinator.......... eae 
Kennecott Copper........... 
Kresge (S. S.). ; 
Kroger Grocery & Baking... 


ee 
Lehman Corp.. 
Libbey-Owens-Ford . . 


Liggett & Myers Tob. gc 


Liquid Carbonic....... 
Loew’s, Inc. 


Lone Wes Bist 


Lorillard 
for APRIL 28, 1934 


1933 





1932 
High Low High 
183/ 4s 214% 
247% 534 8314 
2954 1% 4914 
224% 4% 5814 
4314 20 3734 
144% 8% 2214 
1134 2% 145, 
1314 6% 20% 
2454 if 434% 
15 6 414% 
6534 1634 103% 
15 434 2934 
1254 14% 587% 
1514 34 4434 
2034 4% 521% 
2134 5 §754 
20 6815 105 
3114 10% 223% 
41% 131% 114% 
21 44% 28% 
11 3% 19144 
277% 10% 4314 
1334 31% 5714 
6% 15% 6% 
124% 6% 2754 
6834 3114 64% 
9 4 1534 
8 2% 184% 
41 175% 78% 
2534 34 3614 
93% 354 195, 
55 34 2434 9054 
237% 1% 65 
35% 20 5916 
3% K% 434 
19 12 2914 
12% 1% 39% 
1814 11144 26% 
185, 5 184% 
5934 22 96 3 
877% 3514 8934 
3234 814 2714 
16 234 153% 
3314 125% 54 
3714 16 627% 
18% 10}4 3114 
6414 35 7034 
8% 86061 19 
2854 10 4934 
3534 91% 4314 
15% 434 27 
195% 10% 20% 
261% 8% 3044 
4035 1954 39% 
4816 28 71 
2454 15% 3534 
2854 6% 4914 
15% 134 1934 
2414 1034 2044 
205% 84 27% 
123% 2% 21% 
2934 6% 47 
12 3% 4174 
83 4314 712 
53 15% 734 
1134 2% 163% 
5% 1% 754 
44% 1434 78 
117 6215 15314 
1834 354 40 
3414 10%, 46 5 
12% 314 2314 
443% 2014 56% 
1534 258 2134 
33 34 10 6314 
ws ae 
A 8 
19 654 167% 
18% 10 3554 
5634 25 4114 
61% 3014 19% 
9% 334 87% 
ox i =" 
3734 13 36% 
36% 1644 44% 
1834 9 2514 


1934 


_-_-~ 


High 
237% 
3414 
4914 
6834 
27% 
2854 
18\< 
1934 
3234 


Low 


11% 


Last Div’d 
Sale $ Per 
4/18/34 Share 
18°4 
331% y% 
43 23 
63 3 
2334 1.60 
2514 1 
1614 ves 
1534 40 
28 
27 1 
6914 
3214 1% 
3634 
3614 4 
474 2% 
5354 1 
11914 6 
17% : 
72\% 21% 
1534 §.50 
3414 1 
587% 2 
29% .60 
234 is 
2834 1.30 
38 3 
1234 .28 
11% ws 
8254 3 
33% 1.20 
217% 4 
17%4 
3034 
48 2% 
4 
241% 1 
3814 "115 
22 1.20 
24 
9634 ‘2 
93 3 
2715 
13% 
4514 2 
56 3 
2234 .40 
6534 216 
163% : 
4554 2 
415¢ 1 
1914 
1114 1 
227% .60 
343, 1.80 
59}, 3 
3854 1 
423, 1 
201% 
1134 1 
2174 1.20 
1654 re 
36 és 
30 2.40 
59 3 
5 
20'. 
5 
6554 11% 
145 6 
30 
41! 60 
28 10 
45!5 2 
15 
57 
1934 . 50 
21% be 
21 .80 
8214 *114 
74 3 
131% 2.40 
87 ie 1.20 
9614 *5 
3034 *1\4 
3434 1 
42 2 
1814 1.20 























Odd Lots 
Full Lots 


STOCKS - BOND 


Commission Orders 





executed for cash or 


conservative margins. 





Walter J. Fahy & Co. 


Members New York Stock Exchange 




















29 Broadway New York 
Uptown Office Albany, N.Y. 

522 Fifth Ave. De Witt Clinton Hotel 
EE _ ————— 





STOCKS AND 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


** BROKERAGE SERVICE SINCE 1898” 
New i — eo 
New Yor ‘otton — 
Members Chicago Board of Trade 
and other leading exchanges. 
60 Beaver St., NEW YORK 15 W. 47th St. 














| 
l 





MARKET TERMS 


and trading methods clearly explained 
in a helpful booklet sent free on request. 


Ask for booklet MG 6 
Same care given to large or small orders. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 




















ODD LOTS 


In listed securities carried on 
conservative margin. 
Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Excha 
60 Broad Street New York 
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SVDISTINCTION 
OF ADDRESS 


No address in all Chi- 
cago bears more dis- 
tinction than that of 
the Auditorium Hote! 
on Michigan Avenue 
at Congress Street. 


WLUXURY 
OF APPOINTMENTS 


Completely modern- 
ized at a cost of over 
$100,000 -the famed 
Auditorium Hotel to- 
day is as smart and new 
as the day it was built. 





WECONOMY 


OF RATES 


$3.00 Single with Bath 
$5.00 Double with Bath 


Send for illustrated folder. 
ARTHUR J. NEWMAN, Manager 


iu DITORIUM 
HOTEL 




















MICHIGAN AVENUE 
AT CONGRESS STREET 


CHICAGO 




















Complete Investment 
and 
Brokerage Service 


Margin re- 
request. 


Leaflet explaining 
quirements sent on 


MCCLAVE & CO. 


MEMBERS 


New York Stock Exchange 

New York Cotton Exchange | 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 


Telephones HAnover 2-6220 


BRANCHES 


Central Sav. Bk. Bldg., 2112 Bway. 


©Usquehanna 7-5100 


71 Vanderbilt Ave. at 45th St. 
MUrray Hill 2-1989 











When _ vriting 


mention The Magazine of Wall Street. 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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to advertisers 


please 


‘New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 











Mathieson Alkali... 

May Dept. Stores. . Sse poner 
Becemigre, PC ME... 5... 6. aes. 
McKeesport Tin Plate............ 
Mont: Ward @ Co............3.. 


N 
kg ae 
National Biscuit.............. 
National Cash a * A.. 
National Dairy Prod. 
National Distillers........... 
National Power & Light. ie 
ae 
North Amer. Aviation............ 
North American Co.......... 





Ohio Oil 
Otis Blevator............. 
Ci eee 
Owens Ill. Glass.......... 


Pp 
Pacific Gas & Electric 
Pacific Lighting....... ies 
Packard Motor Car........... 
Paramount Publix. Gee 
Penney (J. C.). 
Peoples as—Chicago.. es 
Phelps Dodge Corp........... 
Phillips Petroleum........... 
Procter & Gamble............ 
Public Service of N. - 
Pullman, Inc........ kw as ees 
nO: Ee eer ene 
Purity Bakeries............... 





R 
Radio Corp. of America........... 
Radio-Keith-Orpheum........... 
Remington-Rand.. 
Republic Steel . ee 
Reynolds (R. J) Tob. CLB........ 


Ss 
Safeway Stores. 
Sears, Roebuck & Co. 
Seaboard Oil—Del. . 
Lo) ee 
Shaituck (F. G a ibasabuass 
Shell Union Oil. ones 
Simmons Co. 
Socony-Vacuum Corp.. meee 
SD ME IO ca gies se se 04.0950 68 
Standard Brands. ~~ 
Standard Gas & Elec. Co. 
Standard Oil of Calif.. 
Standard Oil of N. J... be asks Stee x 
Sterling Products............. ; 
Stewart-Warner............... 
Stone & Webster............ 
Studebaker Corp........ hs 


7 
Texas Corp.. 
Texas Gulf Sulphur .. 
Tide Water Assoc. Oil. 5 
Timken Roller Bearing. abate es 
Transamerica Corp............ 
Tri-Continental Corp.......... 








U 
Underwood-Elliott-Fisher .. . ‘ 
Union Carbide & Carbon..... ; 
Union Oil of Cal........... 8 
United Aircraft & Trans. 

United Carbon.. ; 


Uaited Fruit . 
United Gas Im 
U. Industrial Alcohol. . 


Smelting, Ref. & Mining aie 
Steel Corp.......... ; 


Fonnnnnns 
wn 
i=j 
4 
ima 
*® 
“ 


U 
U 
U. 
U. 
U. 
U. 
Util. Power & Lt. A. 


Vv 
VanaGinm Oop. ........2.+2..- 


Warner Brothers Pictures...... 
Western Union Tel. aie 
Westinghouse Air Brake... 
Westinghouse Elec. & Mfg... oe 
White Motor ee 
Woolworth Co. (F. W.)........ ; 

Worthington vamp & Mach....... 
Wrigley (W. Jr.) 

§ Payable in preety 


1932 
Low 
10 
17 
3 6% 
207% 9 
20° 9144 
2154 13 
6214 28 
16'4 3% 
1934 8 
467%, 2014 
183, 6% 
31% 14% 
2714 13 
20 3% 65% 
3374 1314 
654 1% 
4314 1334 
11 5 
221% 9 
914 14 
4214 12 
37 167% 
476 2034 
541i 
114 1% 
3416 13 
121 39 
1154 3% 
8% 
4234 19% 
60 28 
28 10% 
rae Y, 
15% 4% 
1314 2% 
n P 
137% 1% 
4014 26) 
5914 30% 
3734 9% 
2034 65% 
536 1% 
12%, = «5 
133538 
“8 A 
124 54 
3234 1534 
17% 8% 
3414 1% 
31% 15\% 
3734 19% 
814 1% 
173% 454 
1334 26 
18% 9% 
2634 12 
a 
23 134 
7% 2% 
54 1% 
2434 734 
36 34 15% 
15% 8 
3434 614 
18 6% 
14 8% 
3934 20 
3234 10% 
22 914 
3614 1314 
ts, 14 
% 
10% 1% 
225, 10 
5256 214 
113 61% 
1034 1% 
2334 54% 
4% \% 
50 1234 
18% 934 
4314 155% 
2714 6% 
os 
57 251% 


* © Including extra. 


1933 
High Low 
46% 131% 
655, 2414 
114 5 
4654 14 
33 934 
48 3% 18 
9534 44% 
287% 8% 
27 11% 
605% 314 
235% 5\% 
2534 10% 
3514 20% 
20% 6% 
55% 15 

9 4 
3614 1214 
175% 434 
2544 10% 

914 4 
9634 31! 
31% 15 
43% 22 

6% 134 

2% \% 
56 191; 
78 25 
187% os 
1834 
4714 1354 
57% 325% 
58% 18 
15% = 8% 
253% 5% 
124% 3 

534 5] 
114% 214 
23 os 
5414 26% 
6254 28 
47 1214 
4334 15 
1% 1% 
1314 534 
115% 4 
31 4% 
17 6 
28 14\% 
375% 13; 
2212 51% 
45 1914 
47 2234 
63 4534 
11% 2% 
19% 

8% 1% 
30% 1034 
4514 15% 
1134 31% 
3515 135, 

934 25% 

854 234 
3914 914 
51% = 19% 
93%, 814 
46% 1615 
38 1014 
1414 4 
40% 22% 
68 2314 
25 13% 
94 1342 
22% 6% 
14) 2% 
25 2% 

10554 13% 
674 23 3% 
105% 53 
% 1% 
3614 7 

9% 4 
114 1714 
355% 11% 
5834 19% 
261% 15% 
50% 254 
397% 8 
5714 3414 


1974 
High Low 
4134 3034 
621% 4734 

9 534 
4034 3214 
43 30 
5044 38% 
941, 831% 
355, 2114 
3214 23 
4916 397% 
235, 16% 
17% 18 
315, 2314 
15% 86 
5814 45 

834 4% 
251, 183, 
15% 1254 
1934 14°34 

8 4\% 
94 7814 
2314 1514 
37-2314 

67% 3% 

57 134 
677% 511% 
437% 27 
1834 1454 
203 15% 
414 34 
45 34 
5934 5014 
14% 10% 
1934 1244 

9% 6% 

440 «84 
13% 63 
255; 16 
4515 3934 
56 44 
§114 4014 
385, 2536 

84 454 
an 
24% (17 
19% 15% 
221% 154% 
2514 2034 
17 65 
42% 3514 
501'< 44\% 
6014 474 
105s 614 
13 4 6 

914 434 
293; 2314 
431, 34ic 
1315 8s 
41 2914 

8% ©6614 

634 436 
§114 36 
50%, 4114 
2014 15% 
3734 1754 
40%; 35 

87% 44 
387% 2434 
74 59 
201, 14% 
643, 50 
33 18 
1234 734 
2215 1434 

13515 9654 
597% 46 
9914 88 

53% 256 
3134 21 

814 47% 
667% 614 
36 2634 
4744 3534 
2815 165% 
5415 4114 
317% 21 
6214 5414 


Last 
Sale 
4/18/34 
3334 

49 


Div’d 
$ Per 
Share 


1 
2 
.40 

114 
1.60 
14 


4 
2.80 
1.20 

-80 


*70 
124 


*214 
1.20 
‘50 


*514 


2.40 


*314 
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Answers to Inquiries 
(Continued from page 40) 





benefited substantially last year, not | 


only from increased sales, but as a re- | 


sult of an improved price structure. 
While 1933 net income included 
$2,374,937 profit on bonds purchased 
at a discount, there was a similar profit 
of $2,500,957 in 1932. Moreover, 
costs were increased during the closing 
months of last year due to the N R A, 
so that the net income of $1,528,652 
against the deficit of $5,721,033 for 
1932 is most encouraging. These net 


| 


income figures do not include profit or | 
loss on foreign exchange, which last | 


year increased net income $743,862, re- 
flecting the devaluation of the dollar. 
After allowing for fluctuation in for- 
eign exchange, last year’s earnings were 
equivalent to 18 cents a share on the 
common stock. Despite heavy losses 


in recent years and a constant reduc: | 
tion in funded debt through open mar- | 


ket purchases, the company has main- 
tained a strong financial status. Total 
current assets as of the year-end stood 
at $53,022,766, including cash and mar- 
ketable securities alone of $12,091,364, 
against current liabilities of $8,330,854. 
Aggressive research activities are con- 
stantly improving manufacturing meth 
ods, in addition to developing new 
uses for its products. While extreme 
competitive conditions in the industry 
have not as yet permitted price ad- 
vances commensurate with increased 
costs of labor and raw materials, it is 
probable that as the N R A code be- 
comes more effective, improvement 
along this line will be noted. Thus, 
with the outlook for tire sales promis- 
ing, profits should be further enlarged 
during the current year. We can sec 
no reason, therefore, to disturb your 
position in the common stock and coun- 
sel its retention as a price speculation 


AMERICAN METAL CoO., LTD. 


I had thought American Metal Co. would 
do better with its refinancing problem set- 
tled. I am wondering if this has been off- 
set by the waning of inflation talk? Also, 
advise me if you recommend holding or 
selling 100 shares bought at 234%4.—C. AM. 
H., New York, N. Y. 

Since the principal metals produced 
from the mines owned by American 
Metal Co. are lead and zinc, it has not 
received much direct benefit from the 
increased prices for gold and silver, al- 
though it does mine some of these 
metals. However, as the company also 
is engaged in smelting and refining 
operations, the stimulation to gold and 


APRIL 28, 1934 


Sharing Depression 
but not Recovery 


Mx industries reported in- 
creased earnings in 1933. But 
there has been no general recovery 
in earnings of the gas and electric 
utilities. Associated Gas & Electric 
System operating revenues, in spite 
of general business improvement 
were less in 1933 than in 1932, prin- 
cipally because of rate cuts. 


9c A DAY 


it is charged that cost of electricity is 
a burden on the people. There is de- 
mand by Public Service Commissions 
for additional rate reductions. 

The average family spends only 
about 9 cents a day for electric serv- 
ice. As much or more is spent in other 
ways—about 12 cents a day for to- 
bacco, 14 cents for soft drinks. 

Rate reductions reduce revenues, 
while higher taxes, labor and mate- 
rials, increase expenses. Associated 
System taxes per dollar of operating 

















revenue were 17% higher in 1933 than 
in 1932. Such adverse developments 
made necessary the Associated Gas 
and Electric Company Plan of Re- 
arrangement of Debt Capitalization 
to protect investors’ interests. 


Associated Gas & Electrie System 
GI Broadway, New York 











MARKET STATISTICS 


N. Y. Times 
N. Y.Times Dow, Jones Avgs. 50 Stocks 
40 Bonds 30Indus. 20 Rails High Low Sales 
Monday, April 9............ 83.96 103.64 49.00 92.10 91.48 850,105 
Tuceday, Appell 10.........:. 83.15 105.05 49.81 93.22 92.00 1,405,872 
Wednesday, April 1l........ 83.34 105.16 50.28 94.01 92.88 1,553,330 
Thursday, April 12........ 83.44 104.80 49.96 93.65 92.48 1,332,000 
Friday, April 18........... 83.45 104.98 49.95 93.25 92.37 1,183,320 
Saturday, April 14.......... 83.50 105.04 49.57 92.89 92.48 501,160 
Monday, April 16... ........ 83.26 103.57 49.03 92.81 91.07 1,290,780 
pe Aa by 83.46 104.46 49.31 92.37 91.28 944,976 
Wednesday, April 18........ 83.82 105.45 49.93 93.59 92.32 1,540,420 
Thursday, April 19......... 84.02 105.52 50.35 93.55 92.21 1,326,120 
Priday, April 20......... 84.24 106.55 51.01 94.44 92.74 1,886,740 
Saturday, April @1.......... 84.16 106.34 50.68 94.19 93.64 902,720 





silver output is a favorable develop- 
ment. The recent gradual improvement 
in the quotations for copper is of signi- 
ficance in view of the 36% interest 
owned in Roan Antelope Copper Mines 
and the large indirect interest in Mu- 
fulira Copper Mines, important South 
African copper properties. Because of 
the profits from the sale of securities 
and the up-turn in earnings last year, 
it was necessary to borrow only $10,- 
000,000 from American banks to pay 
off on April 1, the balance of matur- 
ing 52% Notes which a year ago were 
outstanding to the extent of $15,976,- 
000. Report for 1933 showed net 


profit of $103,217 after all charges, 
equal to $1.55 a share on 66,670 shares 
of $6 preferred stock, in contrast with 
a net loss of $2,256,630 in 1932. A 
profit of $650,130 on sale of securities 
was credited to contingent reserves, 
whereas in the previous year the loss of 
$395,873 was taken into income ac- 
count. Current assets as of December 
31, last, including $9,783,248 cash, 
were $25,924,324 and current liabili- 
ties were $19,387,415, including $15,- 
261,000 of 5¥2% Notes now matured 
and refinanced as stated above. Amer- 
ican Metal ranks as one of the leaders 
in the mining and smelting industry 


45 


and, with its international investments, 
is well situated to benefit from rising 
metal prices and the increased demand 
for its products and services. Accord- 
ingly, further retention of your shares 
is advised. 


HERCULES POWDER CoO. 


I am not anxious to sell my 100 shares 
of Hercules Powder common bought last 
year on your recommendation, and on 
which I now have a handsome profit, but I 
wonder if it does not now anticipate a great 
deal of its future improvement? Shall I 
continue to hold?—R. L. W., Minneapolis, 
Minn. 

Producing a broad line of explosives, 
as well as nitrocellulose, chemical cot- 
ton, naval stores and specialty chem- 
icals, the Hercules Powder Co. was 
quick to respond to generally improved 
industrial conditions throughout the 
country. Thus, the report for 1933 
revealed net income of $2,363,055, 
equivalent, after allowing for dividends 
on the 7% preferred stock, to $2.79 a 
share on the common, in marked con- 
trast with the $889,763, or 24 cents a 
common share for 1932. Improvement 
in the textile industry greatly stimu- 
lated the demand for chemical cotton, 
while this was more recently supple- 
mented by an increase in demand for 
paper making chemicals, explosives and 
nitrocellulose. The latter, in addition 
to forming the principal constituent of 
most smokeless powders, is employed as 
a base in the manufacture of lacquers, 
the demand for which closely follows 
automobile production schedules. Ex- 
plosives, being widely employed by the 
extractive and construction industries, 
should continue in good demand, if 
we are to judge by reports of constant- 
ly improving conditions in these fields. 
An excellent financial condition, 
coupled with a conservative capitaliza- 
tion, permitted the company to main- 
tain an active research department, 
many developments of which will un- 
doubtedly come to light in the form of 
increased earnings over the longer term. 
While admittedly, Hercules Powder 
common does not appear undervalued 
in relation to present earnings, its 
long-term potentialities are believed 
sufficient to justify continued retention 
of your holdings. 


BARNSDALL CORP. 


What are your views on the present situ- 
ation in the oil industry, and for Barnsdall 
in particular? Would you buy 100 shares 
at current prices to average down on 100 
shares bought at‘18? An early reply will 
be appreciated.—S. U., Philadelphia, Pa. 


The problems of the oil industry are 
among the most important confronting 
those seeking to bring about sustained 


economic recovery and they, therefore, 
are receiving serious consideration by 
both the managements and Government 
authorities. There is good basis for be- 
lief that current difficulties will be 
straightened out in a reasonably satis- 
factory manner before long. While 
earnings of Barnsdall have not been 
impressive during the depression, many 
internal changes to the ultimate advan- 
tage of the stockholders have been 
made, such as the purchase of a 21% 
interest in the Great Lakes Pipe Line 
Co., thus expanding marketing outlets 
and the writing down of oil and gas 
leaseholds to $1, thereby doing away 
with depletion charges. Considering 
the huge loss incurred in the first half 
of last year due to demoralized condi- 
tions in the industry as a whole during 
those months, too much emphasis 
should not be placed on the deficit of 
$1,942,635 reported for the full year, 
which compares with loss of $847,072 
in 1932. Current assets at the year- 
end were $7,079,153, including $1,- 
179,805 cash, and current liabilities 
were $3,318,793. More recently it 
was reported that all bank loans have 
been paid off, leaving the common stock 
with sole claim on assets and earnings. 
The excellent progress made by Barns- 
dall in putting its house in order has 
cleared the way for substantial partici- 
pation in the revitalized oil industry. 
The averaging down of original costs at 
current prices is therefore warranted. 


ZONITE PRODUCTS CORP. 


I am holding 100 shares of Zonite Prod- 
ucts which I purchased at slightly above 
prevailing quotations. Do you think that 
the long term outlook justifies retention of 
my holdings?—H. C. W., Akron, Ohio. 

Zonite Products Corp. reported for 
the year ended December 31, 1933, net 
income of $371,552, equivalent to 45 
cents a share on the capital stock, com- 
pared with $563,400, or 69 cents a 
share, in the previous year. Contrary 
to the experience of most industrial or- 
ganizations, earnings declined steadily 
throughout last year, net income for the 
final quarter having been substantially 
below that for either the preceding 
guarter or the corresponding period of 
the previous year. Extreme competi- 
tive conditions, coupled with a low 
sales volume, account for the down- 
ward earnings trend, which has been in 
evidence for some time past. In an 
effort to offset decreased profit on its 
regular lines the company has organ- 
ized a subsidiary to distribute wines 
and liquors. The new wholly-owned 
subsidiary, Tower Wines & Spirits 
Corp., is understood to have entered 
into an agreement with some 22 Brit- 
ish and European wine and liquor com- 
panies for the distribution of their 





arrangements 
have been made with the Amtorg 
Trading Corp. for the exclusive dis- 
tribution in the United States of Rus- 


products. | Moreover, 


sian liquors. While this new venture 
may prove profitable over the medium 
term, as competitive conditions in the 
liquor industry become increasingly 
keen, as is indicated, profits in this divi- 
sion are likely to be correspondingly 
narrow. With only a fair financial 
condition and with extreme competitive 
conditions necessitating extensive ad- 
vertising expenditures to maintain sales 
volume, we do not feel that the com- 
pany’s earnings prospects are particu- 
larly bright. Thus, we are inclined to 
suggest that you liquidate your hold- 
ings, and transfer your funds to other 
situations, the outlook for which is 
more favorable. 


WESTERN MARYLAND 
RAILWAY 


What are the prospects for Western 
Maryland Railway? Would you consider 
it one of the better opportunities among the 
lower-priced rails? Would you consider 
buying this stock at today’s prices?—T. M.., 
Philadelphia, Pa. 

Preliminary report of Western 
Maryland Railway for 1933 showed 
net income of $936,051 after taxes and 
charges, equivalent to $5.27 a share on 
177,420 share of $7 first preferred 
stock. This compares with $612,893, 
or $3.45 a share on this issue in 1932. 
For the first two months of this year 
net income was $226,757, in contrast 
with only $22,021 in the same period 
a year ago. This improvement in oper- 
ating results reflects the strategic posi- 
tion of the road to benefit from the 
greater industrial activity already wit- 
nessed or anticipated. The transporta- 
tion of soft coal, which is a vital neces- 
sity in providing fuel and power for 
manufacturing purposes, provides about 
two-thirds of the company’s freight 
trafic. The balance is derived largely 
from iron and steel products, gasoline 
and building materials. The Connells- 
ville Extension to Baltimore put into 
operation a couple of years ago, attracts 
much “Great Lakes to Tidewater” 
trafhe. As of January 31, last, cur- 
rent assets amounted to $3,896,021, 
against $3,130,107 current liabilities. 
There are no important near-term ma- 
turities and no loans have been re- 
quired from the Government. Since 
the Baltimore & Ohio owns practically 
all of the first preferred stock on which 
dividends have never been paid but 
have accumulated to about $110 a 
share, and also owns sizable blocks of 
the 4% non-cumulative second pre- 
ferred and common stocks, it is self- 
evident that considerable traffic will be 
directed via Western Maryland because 
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This new 48-page brochure—priced at $1—is offered free with every book order of $5 
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price charts as an aid to forecasting the rise or fall of security quotations. 
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It explains, with practical suggestions, the many methods of profitable trading. 
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Necessary , ANALYZING OUR INDUSTRIES 2. 


by Cecil E. Fraser and George F. Doriot (458 pages) 1932.......... $5.00 


x Here is an extensive and authoritative survey of conditions in American industries 
Ca Ing today, giving basic facts that determine trends in industrial securities. It covers 
the automobile and other manufacturing fields, textile, coal, petroleum, etc. 
f th JORDAN ON INVESTMENTS 3. 
Or e by David F. Jordan (425 pages) 1933 Revised Edition.............. $4.00 


An up-to-date revision of a standard volume on investments .. . of special value 
for the man without wide, practica] experience and deals with a broad range of 


Modern investments, including the basic principles of successful investment. 

THE NEW CAPITALISM 4, 
| t by James D. Mooney (221 pages, 86 charts, etc.) 1934............. $3.50 
nves or The confusing organization of modern capitalism is made surprisingly easy to 


understand by a new kind of picture charts and well-written text. Not a mere 
“textbook.” A dramatic and:common sense presentation, including unusual photos. 
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of this community of interest. Prior to 
the depression earnings were shown on 
the common shares and this condition 
should again prevail when business 
makes further gains. While common 
dividends are not in near-term prospect, 
in view of the large accumulations on 
the first preferred, the junior issue has 
interesting long-pull speculative possi- 
bilities at current quotations. 


AMERICAN SNUFF CO. 


Has American Snuff seen its best days, 
or do you believe there are further oppor- 
tunities for growth in the years ahead? 
Your views on this company, and on tts 
stock, will be appreciated, as will your 
opinion of its income possibilities —G. J. C., 
Los Angeles, Calif. 

That American Snuff Co. showed a 
modest increase in both gross and net 
income last year, in contrast with the 
rather sharp declines reported by the 
major tobacco companies specializing in 
cigarettes and cigars, is visible proof 
that snuff continues in large demand. 
Net income for 1933 amounted to $2,- 
002,092, equivalent after preferred 
dividends, to $4.12 a common share. 


This compares with $1,818,025, or 
$3.59 a share in 1932. The continu- 
ously strong financial position was 


further improved last year, current as- 
sets as of the year-end totalling $13,- 
707,451, of which cash and securities 
at market value were $3,202,625, while 
current liabilities were only $949,018. 
American Snuff is understood to sell 
about 25% of the snuff used in this 
country and its brands “Garret,” ““Hon- 
est, and “Dental” are especially popu- 
lar in the Southern states in which sec- 
tion the company does the greater part 
of its business. Consumer buying pow- 
er in the South has been considerably 
expanded as a result of the Federal 
Government’s agricultural relief meas- 
ures, as well as by the upturn in indus- 
trial activity. Because of smoking re- 
strictions in force in most factories and 
other occupations, snuff is utilized more 
generally than one might think, as a 
substitute for other forms of tobacco, 
where it is not actually preferred. Con- 
sidering American Snuff’s past earnings 
record and its indicated ability to bene- 
fit from increased consumer purchasing 
power, the common stock would appear 
to offer attraction to one interested 
primarily in incon 


AMERICAX CAN CO. 


Please favor me with your views on 
American Can. Do you think its present 
market price now discounts much future 
improvement? Do you foresee any divi- 
Would you advise me to 


dend merease? 
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take my profit on 100 shares bought at 76, 
or, continue to hold?—A. C., Oak Park, IIl. 

Several factors combine to indicate 
that prevailing quotations for Ameri- 
can Can Co. have by no means ex- 
hausted appreciation possibilities despite 
the sharp advance that has occurred in 
recent markets. It should be noted that 
the stocks of canned goods on hand are 
the lowest in several years, a representa- 
tive group on January 1, last, being 
about 20% below supplies as of Janu- 
ary 1, 1933, according to Government 
statistics. Not only must stocks be re- 
plenished, but provision must be made 
for the anticipated increased demand 
resulting from expanding public pur- 
chasing power. Recognizing the im- 
proved outlook, the management added 
substantially to inventories last year at 
prices materially below those now pre- 
vailing. The rapidly spreading market 
for metal containers in fields other than 
foodstuffs, should not be overlooked. 
These include chemicals, paints, drugs, 
motor oil, tobacco, etc., advertised and 
sold under trade names. American 
Can’s 1933 net income was $15,357,- 
048, equal to $5.04 a common share, as 
compared with $10,957,295 or $3.26 a 
share in 1932. Current assets as of 
December 31, last, totalled $5'7,880,- 
663, including cash of $8,592,553, and 
current liabilities were $16,087,524. 
Since profits last year slightly exceeded 
those for 1931, it does not seem unrea- 
sonable to visualize 1934 earnings ap- 
proaching those of 1930, when business 
was contracting, which equalled $8.08 
a share. Should this estimate be any- 
where near realized an extra dividend 
would seem quite in order. It should 
be noted, however, that heretofore 
American Can has not made dividend 
increases or declared extras except at 
the end of the year. While you may 
be tempted to take your profit, reten- 
tion of your holdings is the better 
course to follow at this time. 





Where Does Income Go? 
(Continued from page 20) 








depression, while the share of all other 
producers of income has declined. The 
figures for 1933 are estimates by the 
National Industrial Conference Board. 
They place last year’s national income 
produced at 39.8 billion dollars, of 
which 30.9 billion, or 77.8 per cent was 
distributed in wages and salaries, leav- 
ing only 8.9 billion dollars for bond- 
holders, stockholders, proprietors of 
business enterprises, owners of farms. 
recipients of rents and royalties and ali 
independent professional persons, such 
as doctors, dentists, lawyers, etc. 

Of total national income paid out, 


the latter classes got 34.8 per cent in 
1929 and 35.5 per cent in 1932. But 
of total income produced these classes 
had title to 36.4 per cent in 1929 and 
to only 17.5 per cent in 1932. 

We have heard much of “exhorbi- 


tant” executive salaries. The table ac- 
companying this article, giving figures 
for 1931 collected by the United States 
Bureau of Internal Revenue, is illumi- 
nating. For that year the compensa- 
tion of all corporate officers was 0.9 
per cent of corporate assets and 2.4 per 
cent of corporate sales or gross in- 
come. For companies with assets over 
1 million dollars, however, the per 
centages were, respectively, 0.3 and 1.1, 
while for smaller companies they were, 
respectively, 4.2 and 5.1. This relative 
economy in the cost of management in 
Big Business is one of the good reasons 
for Big Business. 

The record shows that all classes of 
our people suffered severely in depres- 
sion. It does not support the conten- 
tention of radical elements that capi- 
tal’s share of income has been dispro- 
portionately large nor that labor has 
been unduly victimized. 





Prospects Favor Continued 
Strength in Bonds 
(Continued from page 25) 





two—a reversal of Federal Reserve po- 
licy that would deliberately harden 
money, and that there should be such 
phenomenal improvement in business 
activity as would severely cut into the 
existing supply of credit—can be dis- 
missed for their extreme improbability. 
The second two—that there might be 
more drastic inflation than has occurred 
to date, or that a tremendous volume 
of new financing would follow amend- 
ment of the Securities Act—need a lit- 
tle more discussion. 

Whether the country is to be put 
through a ruinous inflation in the near 
future is a matter that depends upon 
whether the President and the sane ele- 
ment in Congress can succeed in curb- 
ing the wild-eyed demands of those 
who wish to set the printing presses go- 
ing, or those who dream of silver at a 
fixed ratio to gold and at three or four 
times its current market price. More- 
over, it must be remembered that infla- 
tion, at least in the first stages, is large- 
ly psychological and no one can fore- 
cast the point at which the country 
would become frightened of bonds in 
the event that we should embark upon 
this road. It is, however, difficult to 
believe that sane councils will not pre- 
vail. The bond holder may face—and 
probably does—a loss of purchasing 
power, but the reasonable attitude at 
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the moment seems to be that this loss, 
caused by inflation or otherwise, will 
not come sufficiently fast actually to 
affect the price of his holdings. 

On the other hand, chances favor 
modification of the Securities Act to 
the point where individuals will -feel 
reasonably safe in bringing out new is- 
sues, and there undoubtedly would be 
a good quantity floated. But before 
any wild “promoters” market could de- 
velop, business will have to be a great 


deal more lively than it is at the mo- | 


ment. As for Federal, state and mu- 
nicipal bonds these are being sold now 
free of security-act restrictions, so that 
the expected changes in the hampering 
legislation will not be a factor in their 
future sale. All in all, it seems that 
however handsomely past legislation 
should be amended, near-term prospects 
hardly favor a volume of financing that 
would compete with existing issues to 
the point where the latter would be de- 
pressed. Similar conclusions have been 
made in regard to other possibilities ad- 
verse to the bond market and the gen- 
eral prospect, therefore, is one of con- 
tinuing strength. 





The Boomerang of Rapidly 
Rising Prices 
(Continued from page 15) 





price or decides to turn to fucl oil or 
natural gas, the mines and miners will 
be worse off than before. 

The motor industry was built on 
volume production and low unit cost 
It has at all times paid better-than-aver- 
age wages and passed along ever- 
increased product values to its public. 
Now, under the N R A program, its 
costs have been suddenly and artifi- 
cially increased. With one exception, 
the major companies are passing this 


cost along to the public in the form of | 


substantially higher prices. 


The exception is Henry Ford. Mr. | 


Ford states that he will not raise prices, 
despite higher wage and material costs. 
He threatens, if necessary, to make his 
own materials. “When prices go up,” 
he holds, “business goes down.” 

The Ford motive, of course, is com: 
petitive. The point is that its philoso- 
phy is sound and its pronouncement of 
much more than passing significance. 

“se motor industry has fought like an 
aroused tiger against the threat of domi- 
nation by the American Federation of 

Labor. But what of the much greater 





menace—to it and to the public—of | 


the hothouse program of price-jump- 
ing? Only Ford, among the giants of 
industry, appears ready to fight it at 
the moment. 

There will be others, however, and 
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THE AMERICAN 
ROLLING MILL COMPANY 


To the Holders of 
THREE-YEAR 442% GOLD NOTES, due 
November 1, 1933: 


Under the Plan and Deposit Agreement of July 21, 1933, which 
was declared operative on September 28, 1933, the Company has 
the right, acting through its Board of Directors or Executive 
Committee, at any time to terminate the right of holders of such 
414% Gold Notes to deposit the same under the Plan and Agree- 
ment. 

On October 23, 1933 the Executive Committee of the Company 
declared it to be the intention of the Company not to terminate 
the right of holders of such Notes to deposit the same under the 
Plan prior to April 30, 1934. 

You are advised that it is the present intention of the Company, 
unless unforeseen circumstances should arise, to take action 
through its Board of Directors on May 1, 1934, at which date 
the Board of Directors is to meet, to terminate on that date 
without further notice the right of any holder thereafter to de- 
pos't his Notes under the Plan, in which event holders of any of 
such Notes which have not been deposited prior to such termina- 
tion will not be entitled to participate in the Plan or to receive 
5% Convertible Notes of the Company in exchange for their 
444% Gold Notes. 


By order of the Board of Directors. 


THE AMERICAN ROLLING MILL COMPANY 
By CHARLES R. HOOK, President. 
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they will be actuated by practical neces- 
sity, rather than by abstract ‘philoso- 
phies. Perhaps Mr. Ford is also. The 
individualistic, highly competitive strug- 
gle for business will go on. When it 
can’t be had at the prices asked, prices 
will be cut. Thus N R A, at least in 
so far as price-fixing it concerned, can 
only tend to defeat itself in the long 
run. 

Meanwhile, the consumer’s cry for 
Federal control of code prices will be- 
come louder and there will be much 
talk of enforcement. There was talk 
of enforcement of Prohibition. En- 
forcement of the codes in hundreds of 
thousands of plants and stores, each 
striving for business, would quite ob- 
viously require the world’s greatest 
standing army of Federal policemen, 
possibly enough to absorb all of the 
unemployment. 

It seems likely that under the force 
of events and the warning squawk of 
the consumer, Washington planners 
will take second thought in coming 
months on regimented economy and a 
fast recovery of prices to the 1926 level. 
Far pastures look greenest. We want 
vaulting prices when we sell—but not 
when we buy; and it is buyers who 
make business. John D. Public may 
have craved a price rise in the abstract 
a year ago, but he didn’t quite realize 
how the thing would bite. 





Germany On the Spot 
(Continued from page 19) 





prices, we find that Germany’s per- 
centage loss of trade both export and 
import, was about three times as great 
as France’s. 

It is a thankless task to attempt to 
calculate the effects the menace Ger- 
many has become to the peace of 
Europe has had on German foreign 
trade, as well as domestic revival. Ger- 
many has had the advantage that dur- 
ing 1933 French foreign policy was 
weak and vacillating. But if Premier 
Doumergue should succeed in putting 
France in a firm fiscal position and re- 
store her European leadership the war 
clouds may lower and trade retreat. 

Even a complete financial collapse in 
Germany would not now have the con- 
sequences of the crisis of June, 1931, 
but they would be serious enough. The 
monetary and credit web tying Ger- 
many to other countries has been pretty 
well broken down, but a collapse of 
Germany's trade with neighboring na- 
tions would be a serious blow to world 
recovery progress. The United States 
stands first among the nations exporting 
to Germany, and only the United King- 
dom, Canada and Japan exceed her as 
a buyer of American products. That 


trade amounts now to only 132 million 
dollars a year but in 1929 it was 419 
millions. However, the unified Ger- 
man trade policy, or state monopoly 
method, makes it certain that American 
trade with Germany will never again 
reach the proportions of 1929. 

Loss of its entire trade with Ger- 
many would not seriously affect the 
United States, but German economy is 
closely related to that of France, Scan- 
dinavia, Holland, Belgium, England, 
the Baltic and Danubian countries. An 
economic breakdown in Germany 
would spread depression throughout 
the Continent—and Europe buys over 
half of our exports. 








Co-ordination of Transporta- 
tion Opens Way for Rail 
Comeback 
(Continued from page 23) 





In considering what may be done in 
due time with respect to co-ordination, 
as broadly suggested by Mr. Eastman, 
it should be kept prominently in mind 
that the steam railroads of the United 
States will constitute, as they have all 
along, and do now, the backbone of 
the grand transportation system. The 
facilities of the principal competitors of 
the railroads will be co-ordinated with 
those of the latter and not vice versa. 

While it is impossible to tell at this 
early date just how this gigantic plan 
eventually will be worked out, it is only 
fair to the railroads and their stock- 
holders to suggest that already, in 
rather limited ways in most cases, some 
of Mr. Eastman’s ideas with respect to 
comprehensive co-ordination are in ef- 
fect. For instance, the railroads them- 
selves are using trucks for the hauling 
of short-distance freight and also for 
the collection of freight to be trans- 
ported for longer distances by the rail- 
roads and for the delivery of it to the 
consignees. This is likely to prove one 
of the most important and remunerative 
features of co-ordination of truck ser- 
vice with that of the railroads. Ac- 
cording to figures given by Mr. East- 
man in his report on co-ordination, the 
trucks are not handling more than 20 
per cent of total freight traffic, leaving 
the other 80 per cent for the railroads. 

He points out in the same report, as 
is well known, that motor buses are not 
as serious competitors of the railroads 
for passenger traffic as are the private 
automobiles. Still, the latest official 
figures given by Mr. Eastman indicate 
that bus traffic is already in the neigh- 
borhood of 37 per cent of railroad traf- 
fic. This is a big proportion and the 
railroads are aggressively endeavoring 
to cut it down by offering attractive 





passenger rates both on short haul and 
long haul business. 

Obviously the trucks should be used 
on various kinds of short haul business 
that they can handle more expeditiously 
and economically than the railroads, but 
otherwise should be made contributors 
to railroad service and traffic. The 
same should be true of the buses. They 
can carry certain kinds of passenger 
traffic in certain localities and under 
certain conditions much better than the 
railroads. The latter should do their 
utmost to hold and get back trafic for 
the longer distances which can be han- 
dled with far greater safety and com- 
fort to the passengers than by the buses. 

There are numerous other ways that 
these two mediums of transportation 
can be made to supplement the service 
of the railroads. The same is true of 
the water lines and the airplanes. The 
latter can carry mail and passengers in 
far shorter time than the railroads and 
consequently its service should be lim- 
ited, as far as possible, to the rush 
business in each instance. The water 
lines can carry slow-moving freight 
more cheaply than the railroads and 
their activities should be confined large- 
ly to that class of business. 

This is all in line with the plan of 
the Co-ordinator as summarized in the 
following four points: (1) A minimum 
of outright duplication of facilities or 
services; (2) a transportation system 
which is well organized and functions 
in an orderly, dependable way, rather 
than one that is unstable, uncertain and 
a breeder of discriminations; (3) re- 
sponsibility in both a narrow and broad 
sense; and (4) financial stability and 
good credit. 

Referring to an outstanding short- 
coming of railway executives since com- 
petition from other mediums became 
most active and acute, and suggesting 
the remedy, Mr. Eastman said: “The 
railroads have spent too much time and 
attention on plans for the restriction of 
their competitors and too little on the 
development and improvement of their 
own service and the readjustment of 
their own rates. It is from self help 
that they have most to gain. Included 
in railroad self-help is the proper utili- 
zation as an adjunct of rail service of 
all other means of transportation. These 
other agencies cannot be legislated out 
of existence; they perform useful pub- 
lic functions, and they are here to 
stay.” 

Mr. Eastman has set forth so clearly 
and forcibly, and in such a comprehen- 
sive way the benefits that would accrue 
to the railroads from general co-ordina- 
tion, that, until his plans are taken up 
actively by the Government and by 
those who direct these various transpor- 
tation mediums, it will not be practical 
or necessary to attempt further com- 
ment on his plans and the benefits. In 
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the meantime, however, owners, actual 
and potential, should never lose sight of 
this general idea, but should follow the 
developments closely. General co-or- 
dination of transportation facilities is 
bound to come. It will mean much to 
holders of railroad securities. 





Is Washington Ready to Give 
Industry a Break? 


(Continued from page 12) 





than too little capitalization of the 
heavy industries. A great building re- 
vival will give them all the recovery 
they need or at least should have. And 
as for desperately required refinancing, 
that can be attended to by the R F C 
or by compliance with the Securities 
Act. 

But in the back of the minds of the 
ardent New Dealers lurks the idea that 
the panacea of government insurance 
can yet be applied to all necessary capi- 
talization, and that the investment 
banker’s function can be largely dis- 
pensed with. Of course, any bonds that 
the Government may issue will be free 
from the coils of that Act. Socializa- 
tion of credit is the distant objective— 
and just as important as the socializa- 
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tion of money. Nobody knows what's 
behind these proposed mortgage loan 
companies under Federal charters—5 
million dollars capital each—75 million 
dollars debenture capacity—all loans 
U. S. insured. Maybe the end of pri- 
vate control of massed savings. 

But whether we like it or not, in this 
as in other phases of emergency legisla- 
tion and administration, recovery and 
reformation are being so inextricably 
mixed that the nation has to take one 
with the other—and like it. Few there 
are who would postpone a dynamic re- 
vitalization of the building industries 
and the industries that depend on them 
merely for the sake of being left alone 
to worry through in their own way. 

It is predicted in Washington, even 
by men of the great lending institutions 
which are inherently opposed to the 
nationalization of credit, that the new 
plan will work, and swiftly, and even 
they, shutting their eyes to future im- 
plications, will back it enthusiastically. 
A bird in the hand in the shape of a 
dramatic revival of the lagging indus- 
tries is worth two in the uncertain 
bushes. 

The President is expected soon to 
make an inspiring appeal to Congress 
which will sweep aside the numerous 
other home-building bills and throw all 
the reserves into the last smash for vic- 
tory over the depression. Then will 


come a great publicity campaign under 
the auspices of the Home Loan Bank 
Board. 

Some of the wisest New Deal execu- 
tives warn, however, that not much 
should be expected of a new-construc- 
tion drive for a year or two. They as- 
sert that interest in home ownership 
will take time to recover, no matter 
how easy financing may be made. 

The investing public can count on 
this: The Government is now going to 
get its colossal body under the burden 
of the lagging industries, and when it 
does it will probably lift them as 
quickly as it has raised price levels, 
rescued the banks, stimulated trade, 
kicked the wolf out of the door, saved 
the farmer, etc. And once the Wash- 
ington Atlas begins to knot its huge 
muscles it may lift more and further 
than it originally intended. Looking at 
the forming rainbow, the enthusiasts 
predict that it will not be more than a 
year before the 5,000,000 unemployed 
of the durable goods industries, pri- 
mary and secondary, will be back on 
the job. And then? Farewell to the 
last traces of the depression in 1935. 
As for the gloomy ones who talk about 
the rise of new debt burdens, to them 
goes the answer that a legitimate debt 
is always a salutary credit and that this 
nation is never prosperous except when 
part of it is swiftly getting into debt 
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| to the rest—and out. 











| of rising utility costs. 


And the Gov- 
ernment is seeing to the “swiftly” now 
—but also with a safety for the lender 
and an assurance for the debtor not 
known since mankind moved out of 
caves and trees. 





Public Utilities Under Fire 


(Continued from page 24) 





than in 1913 and, despite economies, is 
now nearly three times greater than in 
1913 on a per family basis. New York 
City’s profligate spending reached its 
peak in 1932, year of deflation, at $342 
per family or more than double the 
1913 per family cost and in 1933 1t 
was only reduced to $269 per family. 

The utility investor may well be 
puzzled as he contemplates the wide 
variations of “fair” rates set in the dif- 
ferent states. While the State of New 
York, ignoring the rising cost of labor 
and materials, now holds that “tempo- 
rarily” a return of 5 per cent on utility 
valuations, less depreciation, is fair, the 
Pennsylvania Commission—also ignor- 
ing rising costs, now holds that a 6 per 
cent return is fair, although in 1932, 
when costs were lower, it ruled that 7 
per cent was fair! 

The one bright spot in the current 
utility news is Massachusetts. There 
the commission has ruled in a rate case 
involving a specific company that its 
1932 return of 8.04 per cent on its in- 
vestment, less depreciation, was reason- 
able and fair. These earnings enabled 
the company to pay dividends of 24 per 
cent on its capital stock or 7.19 per 
cent on the money actually paid in as 
capital, plus accumulated surplus. In 
denying a rate reduction, the commis- 
sion took into account the present trend 
It stated that 
“the notion that prices of services fur- 
nished by a public utility should rise 
and fall with the prices of other com- 


| modities is unsound.” 


Still more enlightening, this commis- 
sion pointed out that even if this prop- 
erty had been purchasable in 1932 for 


| the amount of its cash investment in 


plant and operated in “public owner- 
ship,” it would have cost the “public” 
annually $606,722 in interest charges 
at 4 per cent on purchase money bonds, 


| plus $679,629 for loss of taxes paid by 


the company. This would have made, 


| in all, $1,286,395, against the com- 


pany’s actual net earnings of $991,417 
—so that private operation in 1932 


| caved the “public” some $295,000 as 


against “public operation.” 
Apparently what is logic in Massa- 


| chusetts is not logic in New York, in 
| Pennsylvania or at Washington. At 


| 


Washington, incidentally, another util- 
ity investigation is in the making. The 


Rankin-Norris resolution, now signed 
by President Roocevelt, directs the Fed- 
eral Trade Commission to make an ex- 
haustive study of all classifications of 
electric rates throughout the country. 

“I predict,” says Representative Ran- 
kin, that this will result in saving the 
consumer “not less than $50,000,000 a 
year to begin with, and it may reach 
many times that amount.” The utility 
investor by now should be used to such 
political hokum. He has heard plenty 
of it in the past and will hear more in 
the future. 

Unfortunately, there is no indication 
that the political unpopularity of the 
utilities will soon abate. Their final 
“crime” is that most of them were able 
to make a little money even in depres- 
sion. On the other hand, however, it 
would be easy for the uninformed in- 
vestor to exaggerate the danger of this 
political factor. 

It is the domestic consumer that the 
politicians are interested in. They shed 
no tears for the commercial and indus- 
trial users. In New York State domes- 
tic electric revenues are only one-third 
of total electric revenues. Moreover, 
everywhere the tendency is for domes- 
tic electricity rate cuts to be at the 
expense of commercial consumers. 

This, in fact, is the very interesting 
joker—or one of the jokers—in the 
Tennessee Valley-Muscle Shoals power 
venture. In Tupelo, Miss., first city to 
sign a T V A contract, it works out 
like this: For 250 kwh. the domestic 
consumer will pay $5 a month and the 
commercial customer $7.50; for 400 
kwh. per month the residence pays 
$6.50 and the commercial establish- 
ment $10.50; and for 1,000 kwh. per 
month the residence pays $8.90 and 
the commercial user $22.50. Obvious- 
ly, no private utility could force its 
commercial customers to subsidize the 
domestic consumer to this extent. But 
that is not all. The contract permits 
Tupelo to impose surcharges on com- 
mercial and industrial users to meet any 
deficiency in the city’s total electric 
revenues! 

So works the much-heralded T V A 
“yardstick” which is to set the example 
for the private utilities. The “yard- 
stick” idea, of course, is obviously ridi- 
culous, for utility cost factors vary 
widely in varying localities. While 
there are some notable examples of suc- 
cessful municipal operation at rates 
moderately lower than the national 
average rate of the private companies, 
there are probably ten times as many 
instances of municipal rates higher than 
the private national average, despite the 
great advantage of tax exemption. 

On the favorable side, the trend of 
commercial, industrial and domestic de- 
mand is now rising. Commercial and 
industrial rates. probably will be satis- 
factorily maintained. Domestic rate re- 
ductions, if not too severe, tend to be 
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off-set by enlarged consumption in time, 
especially in the increased use of appli- 
ances, notably, for example, in the pres- 
ent large sales of electric refrigerators. 
From another direction, one must bear 
in mind that dividend yields on many 
utility stocks are high, while yields are 
low and getting lower on investment 
bonds and preferred shares. The re- 
sult can only be a widening search of 
investment funds for more adequate 
yield. This should be a supporting 
factor insofar as equities of the strong 
operating utilities are concerned. One 
may or may not care to risk new com- 
mitments in such issues, but, weighing 
all factors for and against, the wisdom 
of disposing of present holding at the 
prevailing depressed prices is certainly 
to be strongly doubted. 





General Mills, Inc. 
(Continued from page 36) 





mand, which in turn is pretty well as- 
sured by the fundamental nature of the 
company’s products. 

Ranking prior to the common stock 
are 222,664 shares of 6% preferred 
stock, but no funded debt, and the com- 
mon is outstanding in the amount of 
662,454 shares. The company’s fiscal 
year will end on May 31, next, and it 
is not the policy of the management to 
issue interim reports. In the 1933 fis- 
cal period, the common stock earned 
$4.12 a share, after preferred dividends, 
comparing favorably with $3.93 and 
$3.71 in 1932 and 1931 respectively. 
The ability of General Mills to turn in 
a highly favorable report in the face of 
the adverse conditions which prevailed 
in 1932-1933 would seem to augur 
favorably for its current showing, with 
the added advantage of the improve- 
ment experienced during the past 
twelve months. Incidentally, it is signi- 
ficant that the company started the cur- 
rent fiscal year with an inventory of 
about $7,500,000 greater than at the 
end of the 1932 period, which in all 
probability has been profitably con- 
verted. Although not a dynamic issue, 
the shares combine investment qualities 
with an assured income. 


Great Northern Railway 


HE depression record of the Great 
Northern Railway has been a 
creditable one. Despite the fail- 

ure of the road to cover fully fixed 
charges in 1932 and 1933, there has 
never been any serious doubt concern- 
ing its ability to avoid embarrassing fi- 
nancial difficulties and, if the showing 
of Great Northern last year proves to 
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be a reliable criterion, the return to nor- 
mal earning power will be a rapid one. 
Carloadings last year increased nearly 
19% over 1932—a much better gain 
than the average of 2.5% shown by 70 
Class I carriers. Gross revenues were 
up $6,400,000, operating expenses were 
less by $4,100,000, and with non-oper- 


ating income enlarged by the payment | 


of a $3 dividend by Chicago, Burling- 
ton & Quincy, the road was able to 








Recent 
Price Dividend Yield 
30 None % 
show a coverage of 84% for fixed 


charges as compared with only 32% | 


coverage in 1932. 
vear, current assets of slightly more 
than $24,000,000, compared with cur- 
rent liabilities of $13,078,957. Cash 
and the equivalent amounted to $11,- 
321.000. 

The road is row entering the season 
of the year when traffic normally rec- 
ords progressive gains, reaching a peak 
in October or November. Normally 
the low point is experienced in Janu- 
ary and February, with March and 
April registering only comparatively 
modest gains. In each of the first two 
months of this year, however, gross 
revenues were moderately larger than 
for the same months of last year and 
the aggregate for January and February 
totalled $7,976,821, compared with 
$6,709,791 in 1933. Moreover, and 
despite some increase in operating costs 
and larger outlays for maintenance, the 
operating deficit in the opening months 
was substantially less than last year. 

With the increased activity which 
the steel industry has experienced this 
spring, it may be assumed that this has 


been reflected in a considerable increase | 
in the movement of iron ore from the | 


Mesabi range over the lines of the 
Great Northern. 


This class of traffic | 


will soon be augmented by the move: | 


ment of spring wheat, and the promise 
of a larger crop this year should be of 
direct benefit to the road, as well as in- 


directly through its large investment in | 


the Burlington. The general outlook, 
therefore, would seem to presage a fur- 
ther marked improvement in the reve- 
nues and earnings of the road this year. 
Charges should be readily covered and, 
for the first time in two years, there 


should be something available for the | 
preferred shares (the only class of | 


stock). As to the possibility of divi- 
dends this year, much would seem to 


depend upon the nature of develop: | 


ments which would tend to facilitate 


the financing of the road’s large maturi- | 


ties in 1936. At this time the chances 
seem to be in favor of a successful re- 


| 


At the end of last | 
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ACTIVE ISSUES 


Quotations as of Recent Date 


1934 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer. . 8534 65 77 
Amer. Cyanamid B ( 25). ‘ aii. 15% 21% 
Amer. Gas & Elec. (1). . 883g 185, 27% 
Amer. Lt. & Tr. (1.60) .. 193g 103; 161% 
Amer. Superpower . 4% 24 34% 
Assoc. Gas Elec. “A” : 23, 7/16 1 
Atlas Corp....... ... 15% 104% 18% 
Canadian Indus. Alco. “‘A’’.. 2034 18144 15 
Cities Service........ eran 44 134 234 
Cities Service Pfd. . .. 26% 114% 20 
Cleveland Elec. Illum. (2)... 3014 25 29% 
Colum. E. cv. Pfd. (5). 103 68 9416 
Commonwealth Edison (4) 61% 34144 6&7 
Consol. Gas Balt. (3.60)..... 65 53 5914 
Cord Corp (25)....... : 856 514 65, 
Creole Petroleum. . . 184% 95% 13 
Distillers Cp. Seag.. 265s 16% 205% 
Elec. Bond & Share. .... 2% 10% 11% 
Elec. Bond & Share Pfd. (6). 60 31 5414 
Elec. Pr. Assoc. (.40) .. 814 a 63% 
Ford Motor of Can. “‘A”.... 24% 165 235% 
Ford Motor, Ltd..... Das 84, 616 83, 
General Aviation... ve 914 61; 6 


1934 
Price Range 
—————. Recent 

Name and Dividend High Low Price 
General Tire.............. 99 6415 96 
Glen Alden Coal........... 203; 10%, 1734 
Great A. & P. Tea N.-V. (7). . 150 122 «(141 
Ce) ae 7634 58's 66% 
Hudson Bay M. & S.. . 14% 834 1394 
LOS TS CO Saree 463g 3344 4534 
Imperial Oil (.50).......... 15% 125g 14% 
Inter, Petrol. (1.12)........ 273, #193, 2714 
Lake Shore Mines (2)...... 645g 41144 491, 
Mead-Johnson & Co........ 63} 45_ 62 
Niagara Hudson Pwr....... 934 4% 6h4 
Novadel-Agene (7)......... 68%, 57 6855 
Pan-American Airways..... 51 85 4034 
St, Reris Pager.........-0 6% 2% 3% 
South een il (2:90). ..... 2434 «1714 233% 
Standard Oil of Ind. (1).... 32%, 25 27% 
Swift & Co (G0)............ 19 138% 17% 
Se i CC) 8014 2334 30 
United Founders..... sz 12 


United Gas Corp.... 
United Lt. & Pwr. A 





United Shoe Mach. (5) 683, 575, 6714 
Walgreen Co.. eee es Seis ie ea 
Walker Hiram H. W........ 674 41 4258 











funding operation. Of longer term 
significance, is the possibility that the 
road will be an important beneficiary 
of legislation designed to regulate water 
competition, from which it suffers a 
considerable loss of long-haul traffic. 
The shares of the road, although ad- 
mittedly speculative, may be rated as 
worthy of attention predicated upon 
both current and longer term prospects. 





The “Ifs” in Air Conditioning 
and Mechanical Refriger- 
ation 


(Continued from page 32) 





new market and for the few large con- 
cerns that have the advantage of na- 
tional distribution through established 
outlets, air conditioning must remain 
relatively insignificant for a while, at 
least. Every manufacturer of heating 
and refrigeration equipment has invest- 
ed more or less capital in experimenting 
with and marketing either single ele- 
ments or systems of air conditioning. 
New inventions or developments are 
continually making their appearance to 
upset the established order and over all 
hovers the individual preference of the 
home owner, who may demand one 
unit from one maker and one from an- 
other, all of which have to be fitted to- 
gether into a balanced system that will 


give satisfaction, else trouble ensues for 
everyone. 

It is clear that the investor who 
wishes to participate in the much-ad- 
vertised future of air conditioning 
would do well to confine his investment 
to concerns which have other profitable 
lines of business and to whom air con- 
ditioning holds forth some prospect of 
additional income in the future. In the 
case of the largest and strongest par- 
ticipants in this new market, new rev- 
enue from this source would not bulk 
as large as it would in the case of smal- 
ler enterprises but the risks of a pioneer 
industry would be inversely as the 
strength of the enterprise. Sound in- 
vestors are in the habit of measuring 
the element of risk rather carefully and 
they should not neglect to do so when 
considering air conditioning. 





Happening in Washington 
(Continued from page 13) 








That close-up revealed a flashing, 
piercing glance, an unfurrowed 
brow, and a contented ego. 


On the Money Side the silverites 
are pestiferous to the President. Mad- 
dening is the argentiferous persistence 
of low-voiced, gentle Thomas of the 
Cimmaron, as elegant sartorially as any 
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goldite out of Wall-and-Broad. But 
the silverites may sting Roosevelt into 


loosening the brakes on business. The 
cheap money crowd, of all varieties, 
clings to the theory that the business 
engine needs more money-fuel, whereas 
what it really needs—in the wisdom 
ot E. K. T.—is a chance to “combust” 
the fuel. The way Wall Street bobs 
up whenever monetary inflation threat- 
ens, warns the President that rigid regu- 
lation of speculation and monetary in- 
flation travel in opposite directions. 

To seek suppression of reckless 
speculation by one law and turn it 
loose by another is not to the Presi- 
dent’s liking, devoted as he is to 
economic inconsistency. Silverites 
fancy we need more money—but 
what we do need is more money- 
making. 


A Sign of Better Times is the 
return to the cities reported by the 
Census Bureau. The defeated ones 
who fled to the countryside during the 
past three years are coming back. But 
the people who stayed in the cities can 
produce more now than they and the 
emigrants could four years ago. And 
fewer country people can produce more 
on the farms. It looks as if more leis- 
ure and less work are inevitable unless 
we can work more and consume more. 
All these shorter work week and more 
pay measures are really groping to- 
ward a new adjustment of distribution 
to meet new conditions. 

The way to consume what can be 
produced is to give the producers 
more to consume. No longer do 
we produce more consumers as we 
produce more goods. As cradles 
empty pocketbooks must fill. 


Balance of Trade seems about tc 
turn against the United States. For- 
eign bank balances in the United States 
are down to 486 million dollars; they 
can’t be drawn much lower. You 
always have to leave something in a 
checking account, you know There 
is no likelihood that American balances 
abroad will be increased, and not a 
chance of increased capital investment 
there. It is not likely that much more 
gold will be permitted to come here. 
A creditor nation can not forever post- 
pone an adverse trade balance. To try 
to do so is like trying to be paid with- 
out being paid. Looks as if we would 
have to take in more of our own wash- 
ing. 

Reciprocal tariff concessions 
scheme is foundering on House 
prohibition of dickers on debts 
and the rule of no loans to 
debt-welching governments. May- 
be the President will be given 
full authority to take a trade liber- 
alization swim, along with a posi- 
tive injunction to keep out of the 
water. 
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established by last year’s showing of 
$2.51 a common share. If this 1s so, 
a company well-equipped financially 
and physically should be well able to 
afford a higher regular dividend than 
$1 annually. Perhaps the fifty cents 
distributed as an extra early this year 
will become part of a regular feature. 
In any event, keeping a close watch on 
the trend in taxation and regulation 
which claimed so much space earlier in 
this discussion, the owners of Kroger 
should do well for a time at least. 








As I See It 
(Continued from page 7) 








to call a halt on the mounting debts 
which will press upon us for the rest 
of our lives if they do not oppress suc- 
ceeding generations. 

Adversity has demonstrated that un- 
heard of economies are possible in in- 
dustry and in private life. It is time 
that similar drastic economies found 
more favor in all divisions of govern- 
ment, local as well as Federal. 

Governmental economy and a cessa- 
tion of the more extravagant measures 
designed to speed recovery need not be 
deflationary in their effects. Business 
is showing an increasing ability to pro- 
gress unaided. The gradual restoration 
of normal activity will slowly correct 
most of the currently existing ills which 
are drawing so heavily on public re- 
sources. 

The time has come to try the Lord 
Chancellor’s theory and see whether a 
lessened tax burden will not of itself 
prove the most active spur to recovery. 





Higher Prices Ahead? 


(Continued from page 9) 








take foreign products in exchange. 

The immediate business records are 
not as uniformly favorable as they were 
a fortnight ago, but on balance the 
trend appears to be still upward. There 
has been a moderate recession in retail 
trade. The output of electric power 
holds approximately unchanged. Car 
loadings for the latest week, however, 
show a considerably greater than sea- 
sonal improvement. The index of auto- 
mobile production has reached a new 
high which, with the exception of the 
temporary spurt of last July, is the best 
level of activity since 1930. In the 
barometric steel industry, operations 
are at 52 per cent of capacity, the high- 
est since last August. 


What’s New ... In the 
World of Books? 


The “New Dealers” Corner 
the Book Market 


HE gentleman from Indiana, Dr. 
Wirt, may have been woolgath- 
ering on his charges of a New 

Deal plot to sell out the Government 
to the Reds lock, stock, and rain barrel 
But, for all that, a plot there is among 
these New Dealers . a plot with 
the publishers to corner the book mar- 
ket. 

Whether you are in sympathy with 
this wholesale commandeering of the 
book market or not—at least it’s a good 
show. These New Dealers certainly 
know how to keep their readers wide 
awake. Moreover, in the vast network 
of the New Deal program there is so 
much more than one can readily keep 
track of, we need all the information 
they are willing to pass out to us. . 
Remember that for at least two years 
more the Roosevelt regime will presum- 
ably be driving ahead with its many- 
sided campaign. Already there is 
hardly a business firm, a security issue, 
a private individual who has not been 
affected, directly and vitally. It is 
surely the better part of judgment to 
study the New Deal with all the care 
and thoroughness possible. 


The President Renders 
an Account 


“On Our Way” is first of all a col- 
lection of the President’s brief, pungent 
messages of the past year. They make 
a running story of surprising interest— 
a story even more impressive as one 
reads them in sequence now than when 
they appeared one by one in newsprint. 
Franklin Roosevelt has the rare gift of 
getting his personal tone of voice into 
cold ink and paper. We listen rather 
than read. And he has so blended his 
comments and informal narrative of 
events with his public utterances as to 
hold our unbroken interest from cover 
to cover. 

Much light is shed on the New 
Deal program by “On Our Way.” 
Mr. Roosevelt makes a convincing case 
that, at least according to his under- 
standing, he has been striving not to 
destroy the traditions of American in- 
dividualism, but to defend them against 
depression conditions and what he be- 
lieves to be inherent dangers in mod- 
ern industry, trade, and finance. 
Whether or not one agrees on his diag- 
nosis, the President emerges from the 
pages of his book with fresh prestige 


as a man, an executive, and a political 
philosopher. We may feel he is not so 
frank as he might be about his plans | 
for the future. However, this is con-* 
sistent with the strategy he has fol- 7 
lowe! and openly avowed—that of 
avoiding advance commitments and de-7 
vising measures to meet each “break in™ 
the game” as it occurs. . . If “On Our 
Way” does not tell us where we are 
headed for, it does give a convincing 
illusion that we are accumulating mile- 
age with a man at the wheel who can 
take the curves with a steady hand. 
“On Our Way” by Franklin 
Delano Rogsevelt (300 pages, 
April, 1934), is published by 
The John Day Co., at $2.50. 


* * * 


Stuart Chase Proposes His 
Version of Utopia 


Stuart Chase, like the anonymous 
author of “The New Dealers,” is not 
an official member of the Roosevelt 
staff. He is, however, a genuine New 
Dealer of many years’ standing. “The 
Economy of Abundance” is his 1934 
volume in a series which began to stir 
public comment long before the Brain 
Trust, or even the Technocracy Band 
appeared in the spotlight. His ideas 
are essentially those of Rex Tugwell 
and others of the Roosevelt left wing. 
A writer with a flair for the dramatic, 
he marshals words and evidence with 
the gusto of Upton Sinclair in his 
swashbuckling prime. He is too ex- 
treme, too violent, to be entirely believ- 
able. But he is well worth reading, if 
for no other reason, to discover the 
source of some of the New Deal ideas 
and journalistic methods. For instance, 
he says on his opening page, that on 
the morning of January 1, 1831, the 
13,000,000 people in the United States 
awakened with forty times the physical 
energy they had gone to bed with the 
night before. Then he points out that 
we have had a forty-fold increase in 
wealth and resources corresponding to 
this per capita increase in energy. And 
he advocates a redesigning of our eco- 
nomic system to capitalize all this for 
what he conceives to be the general 
well-being . . . a stimulating book that 
if well-sprinkled with salt should bring 
a clearer, broader understanding of the 
problems of today and tomorrow. 

“The Economy of Abun- 
dance” by Stuart Chase (327 
pages, March, 1934), is pub- 
lished by the Macmillan Co., 
at $2.50. 
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